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Commonweal Title Company 


Main Office: 1510 Walnut Street . . . Telephone, Kingsley 6-1200 


Nineteen Offices Conveniently Located to Serve You 


TITLE INSURANCE IN PENNSYLVANIA, NEW JERSEY, DELAWARE AND MARYLAND 





MBA Calendar 


October 31-November 3—42nd An- 
ual Convention, Statler Hotel and 
Biltmore Hotel, Los Angeles. 


>> FARM NOTE: Farm assets in 
the United States rose 1.4 per cent 
during 1954 to a total value of $163,- 
100,000,000 on January 1, 1955. 

The record first-of-year value of 
farm assets was $170 billion on Janu- 
ary 1, 1952, after the rise in agricul- 
tural prices that resulted from the 
Korean outbreak. 

The Federal Reserve’s balance 
sheet views agriculture as though it 
were one large enterprise. In effect, it 
is comparable to a consolidated bal- 
ance sheet of all farms, reviewing in 
general the previous year’s financial 
condition of the agricultural economy. 

The greatest dollar increase in farm 
assets—about $2,200,000,000—was in 
farm real estate. 

The value of crop inventories in- 
creased about $400 million in 1954 
because of increased quantities in 
storage. 

Farmers also added about $500 mil- 
lion to the value of their household 
furnishings and equipment. Finan- 
cial assets owned by farmers increased 
about $100 million. 

The Federal Reserve said farmers’ 
cash and demand deposits declined. 
But farmers increased their holdings 
of savings bonds, time deposits and 
investments in co-operatives. 

Farm debt, including price support 
loans, totaled $18 billion at the begin- 
ning of 1955, nearly 6 per cent more 
than a year earlier. 

Farm mortgage debts on January 
| totaled nearly $8,200,000,000, about 
7 per cent above a year earlier. 

The average mortgage recorded in 
1954 was $5,950, compared with 
$5,910 in 1953. 

The decline in farm income that 
began in 1952 continued in 1954. 
Total gross farm income in 1954 was 
$34,200,000,000, 1 per cent lower 
than in 1953. The decline between 
1953 and 1952 was 8 per cent. Real- 
ized net income in 1954 was $1,- 
984,000,000, compared with $13,275,- 
000,000 in 1953. 


Wortgage banker 


please route to: 











— 





— 





PUBLISHED MONTHLY BY THE MORTGAGE 2 
BANKERS ASSOCIATION OF AMERICA 3 
4 


GEORGE H. KNOTT, Editor 














Executive and Editorial Office Washington Office 
11t West Washington Street, Chicago 2 100i—I5th St. N.W., Washington 5, D. C. 


Tue Mortoace Banker is distributed monthi = members of the Mortgage Bankers Association 
of America. Publications may reproduce materia sg in the magazine only by permission of 
the Association. Opinions expressed are those of the authors or the persons quoted and are not 
necessarily those of the Association. Advertising than on request. Subscriptions: Of the wt 
Regular and Associate dues, $4.00 is for a year’s subscription to THe Mortoace Banker, the officia 
monthly publication of the Association. Separate copies 35¢. Entered as second class matter at 
the post office at Chicago, Illinois, under the Act of March 3, 1879. 





Volume 16 OCTOBER, 1955 Number 1 





Contents 


e Trials and Tribulations of a Life Company Investment Officer 


a ee er a an ie eye ere rr ee tie 21 
Are Shopping Centers Losing Their Merchandising Magic? by John C. Perham.. 24 
Booming Puerto Rico by Ferd Kramer........cceeececeeeececccceseeveeees 32 
How Great Britain Insures Mortgages by Miles L. Colean..... 00.0000 eee eres 36 
Wee i HE GINS nbd oc wn oda coekeesneesedctensoeus doen denen vanes 40 
Veedoe 6 the Cerensentets co ccccccccccsecesevscessseseasserecesvebense 41 
How Large Should an MBA Bond Be?.......ccccccsccccssccccscesesesecss 43 
RR IUIOIN go os ohare alain 9s Gr weaca 6 0er  dcw A lo yee ala ee ee SORA Ol 44 
Mortgage Servicing Departments... cccccccscecscvvccesevesesecsevesece 46 
Bane eee Ger Wie ERIS 6 a acc bdo ek snc cencctccawedddedane sides suenteen 47 


COOP POPOL LLL LLL LDL LDL LD LO DDL OL DDL LDL LOLLODEDDD LOLOL DOLD ODDO DDD DD Sy 
MORTGAGE BANKERS ASSOCIATION OF AMERICA 


Watiace Moir 
President ‘ 


Linpett Peterson Georce H. Parrerson Samue E. Neer Frank J. McCase, Jr. ‘ 
Vice President Secretary Treasurer General Counsel Assistant Secretary and Treasurer 


Lewis O. Kerwoop W. James Metz, Controller and 
Director, Education and Research Director, Servicing and Accounting 


Rosert J. Bera : _Epwarp J. DeYounc : 
Assistant Director, Public. Relations Assistant Director, Servicing and Accounting 


Advisory Council of Past Presidents: William A. Clarke, a: hia; Brown L. Whatley, 
Jacksonville, Fla.; Aubrey M. Costa, Dallas; Milton a Donald, Wilmington; 
R. O. oonieg, Jr., Oswego, Kan.; Aksel Nielsen, Denver; Toe G q Thompson Newark; 
Guy T. O. Hollyday, Baltimore; Byron V. Kanaley, Chicago; H. G. oodruff, Detroit ; 
Frederick P. Champ, Logan, Utah; Dean R. Hill, Buffalo; Byron T. B Kansas City, 
Mo.; A. D. Fraser, Cleveland; L. A. McLean, Louisville; Owen M. Murray, Dallas; E. E. 
Murrey, Nashville; E. D. Schumacher, Memphis. 


Regional Vice Presidents: Region 1, Robert M. Morgan, Boston; Regine 2, William L. 
King, Washington, D. C.; Region 3, Robert Tharpe, Atlanta; Region 4 Edwar ‘ - 
brecht, Detroit; a 5, "a h M. Downs, Columbus, Ohio; Re ion 6, R. G. Holladay, 
Memphis; Region 7, & Haley, Des Moines; Region 8, Fre pt Freiner, St. Louis 
ene 9, F. M. Petree, Ollahome City; Region 10, 5. W. Jones, Dallas; Region 11, Ward 
H. Cook, Portland, Oregon; Region 12, J. R. Jones, Los Angeles. 

Members of the Board of Governors for Term Ending 1955: Howard S. Bissell, Cleve- 
land; Thomas E, Lovejoy, Jr., New York; William A. Marcus, San Francisco; Kenneth J. 
Morford, Seattle; Oliver M. Walker, Washington, D. C. 

Members of the Board of Governors for Term Ending 1956: Homer C. Bastian, Wichita; 
G. D. Brooks, Nashville; D. Richard Mead, Miami Beach; Jack D. Merriman, Kansas 
City, Mo.; Donald E. Nettleton, New Haven; George B. Underwood, Irvington, N. J.; 
A. H. Cadwallader, Jr., San Antonio. 

Members of the Board of Governors Bnd Term Ending 1957: John F. Austin, Jr 
ton; Frank J. Bell, Washington, D. C.; Iph E. Bruneau, Phoenix; John : Hall Bireing. 
ham; Ferd Kramer, Chicago; Walter i* Nelson, Minneapolis; James W. Rouse, Baltimore. 

Members of the Board of Governors for Term Ending 1958: Norman H. Nelson, St. 
Paul; C. A. Legendre, New Orleans; E. H. Gr Mil George H. pDoven- 
muehle, Chicago; C. Douglas Wilson, Greenville, S. C.; P. S. sy Winnipeg; H. Duff 
Vilm, Indianapolis. 

Associate Governors at Large: Region 1, William F. Keesler, Boston; Region 2, Earl F. 
Duke, Norfolk, Va.; Region 3, John A. Gilliland, Jacksonville, Fla.; Region 4. Robert H. 
Pease, Chicago; Region 5, Jay F. Zook, Cleveland; Region 6, R. W. Warren, Jackson, Miss. ; 
Region 7, W. L. Otis, Omaha; Region 8, W. C. Rainford, Granite City, Ill.; Region 9, 
W. Braxton Ross, Denver; Region 10, F. w Flynn, Harlingen, Texas; Region 11, Lowell M. 
Baker, Spokane; Region 12, R. C. Larson, Beverly Hills, Calif. 

















TITLE 


INSURANCE Mznnesota 
FOR Title Insurance 


Company 


Safety Voc 





If you need Title Insurance in 
any one of the 19 states shown, let us help you. We can promise you 
satisfying service, backed by an experienced, time-tested operation. 


Call or write us direct, or any one of our agents located in 
each of these 19 states. You will be glad that you did. 


Titie Jnsurance Company 
OF MINNESOTA 


125 SOUTH Sth STREET + TELEPHONE Lincoln 8733 + MINNEAPOLIS 2, MINNESOTA 





Arkansas * Florida * Georgia * Kansas °* Kentucky * Louisiana * Minnesota 
Mississippi ° Missouri ° Montana ° Nebraska ° North Dakota ° Ohio 
South Carolina * SouthDakota + Tennessee * Utah * WestVirginia * Wyoming 
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Bank of America Vational Srust and Savings Association 
California Bank 
Citizens Vlational Srust & Savings Bank of Los Angeles 
Security- First Yational Bank of Los Angeles 
The Canadian Bank of Commerce (California) 
The Farmers and Merchants ational Bank of Los Angeles 
Union Bank & Trust Co. of Los Angeles 
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Mortgages are SALABLE 

when protected with Louisville 
Title Insurance. All large 
corporate investors in mortgage 
loans know of our thoroughness, 
stability and reputation. 
“Louisville Title’ is recognized as 
one of the nation’s leading title 


insurance companies. 


LOUISVILLE TITLE 
INSURANCE COMPANY 


HOME OFFICE © LOUISVILLE, KENTUCKY 
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Windows Sink 
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ver Kitchen 
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uilding is 


An Inland Home is under roof in less than one day. 
With a little advance planning builders can erect an 
Inland Home almost any day. The bad weather bug- 
aboo is minimized. Advantages, both sales and 
profit-wise insure a more sound investment. 

Winter building permits erection when there are 
no shortages such as labor, lumber, gypsum board, 
cement—when sub-contractors are anxious for busi- 
ness—when your mortgage processing is handled 
faster. 

All mortgage lenders should have our story telling 
how easy it is to build any one of the more than 
60 Inland Home models during the winter months. 
Your letter will bring this information and automati- 
cally place your name on our list of mortgage lenders 
to whom we refer our customers needing permanent 


or construction loans. 


I Homes 


ORPORATION 


501 COLLEGE STREET « BOX 915 
PIQUA, OHIO * PHONE 3880 
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* ALABAMA 

Licensed to write ARKANSAS 

Title Insurance in: COLORADO 

? FLORIDA 

GEORGIA 
INDIANA 
KANSAS 
LOUISIANA 
MICHIGAN 
MINNESOTA 
MISSISSIPPI 
MISSOURI 
MONTANA 
NORTH CAROLINA 
NORTH DAKOTA 
OHIO 
OKLAHOMA 
SOUTH CAROLINA 
TENNESSEE 
TEXAS 
WEST VIRGINIA 
WISCONSIN 

* WYOMING 

_ 


PUERTO RICO 
































Inquiries invited 
from mortgage bankers, 
life insurance 
companies, 


builders, lawyers. 
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Quality 
built... 





Mueller Climatrot 


Quality best describes Mueller Climatrol — best describes 
Mueller Climatrol design, materials, and workmanship. Be- 
hind Mueller Climatrol quality are advanced engineering and 
modern manufacturing methods — methods that permit pre- 
cision production and insure precision performance of the 
finished product. Behind Mueller Climatrol quality, too, is 
continuous inspection of each unit. 

Because Mueller Climatrol never compromises on quality, 
Mueller Climatrol-equipped houses have extra value today, 
extra resale value tomorrow. This helps you safeguard your 
loans. Write us: Mueller Climatrol, Dept. 1105, 2054 West 
Oklahoma Avenue, Milwaukee 15, Wisconsin. 


8-97 


NEARLY 100 YEARS OF MANUFACTURING QUALITY COMFORT EQUIPMENT 














Type 116 (gas), 216 (oil) lowboy winter 
air conditioner. Available in four sizes 
from 90,000 to 150,000 Btu input. 








The Most Complete Line 
A Deluxe Line for custom homes, modernization jobs: high- 
boys, lowboys, companion units. 


The Suburbanaire Line for competitive jobs, housing projects: 
gravity, counterflows, horizontal, highboys, lowboys. 


A Commercial Line of unit heaters, boilers and packaged air 
ynditioners in a wide range of sizes. 


A Conversion Line of add-on cooling, conversion burners, 
ncinerators, blower-filter units, a recessed summer conditioner. 


A Cooling Line second to none. Air-cooled and water-cooled 


n wide range of sizes — deluxe units, pack 
aged units add-on units, seift-contained and 
remote units. 
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Licensed to do business in the following states: 


th wi es 


Arkansas @ Florida « Georgia ¢ Indiana ¢ Kansas 
Louisiana « Mississippi ¢ Missouri e Nebraska 
Oklahoma e Tennessee ¢ Illinois (certain counties) 


TITLE INSURANCE CORPORATION 810 Chestnut MAin 1-0813 
of St. Louis. McCune Gill, President 10 South Central PArkview 7-813! 
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ENCOMPASSING 
THE 
NATION 










Wars complete mortgage facilities for the nationwide 
brokerage of V.A. and F.H.A. loans. 


Mortgage bankers and brokers are invited 


to contact us concerning the sale of portfolios. 


SLAK 
Shieh 





MORTGAGE CORPORATION 
2900 HUDSON BOULEVARD 
JERSEY CITY 6, NEW JERSEY 
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STATES STEEL 


This editorial feature from the July issue of Parents’ 


Magazine explains why United States Steel Homes are 








good buys . . . why they are assets to any community. 


Read it and learn why. 


Pan Magazine likes them 


HOMES, INC. 


Why you will like therm! 


LOTS OF ACCEPTANCE — Thousands of eager home 
buyers flocked to the Bride’s Houses featured by United 
States Steel Homes Dealers last spring. Two thousand 
people bought homes—right on the spot. The same thing 
is happening this fall with Personalized Coronados, and 
we expect to sell even more. Continued national adver- 
tising and local promotion is building the reputation 
and acceptance of United States Steel Homes Dealers 
and the homes they build. These homes are good; they 
are attractive; they are popular. The quality construc- 
tion and intensive advertising that builds sales now will 
keep resale value high in years to come. 


LOTS OF HELP FOR DEALERS — A United States Steel 
Homes Dealer is on a much sounder footing than the 


=. 
_-_ 


average builder. because he has all the resources of 
United States Steel behind him. Our help and advice on 
land planning, financing, selling, building eases him 
over the rough spots and assures sound planning. 

Prefabrication, by its very nature, helps him to greater 
success. It enables him to build faster at lower cost. It 
enables him to offer extra value. And it assures you of 
uniform quality, house after house. 


A GOOD INVESTMENT FOR YOU—Good value now ... 
good resale value later on . . . built by a sound, reputable 
builder. These are the things you look for in a mortgage 
investment. They are things you find in every product 
of United States Steel Homes, Inc. Write for complete 


information. 


























“Coronado” —trade-mark of United States Steel Homes, Inc. 


Manufactured by 


UNITED]|STATES STEEL 


© POmMes.. 


SUBSIDIARY OF UNITED STATES STEEL 
NEW ALBANY, INDIANA * SUBSIDIARY OF UNITED STATES STEEL 
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SINGLE 
SOURCE 
Financing- 
Selling- 

Pp. Warehousing- 
Guidance- 


Single Source Financing is an entirely new year ‘round service for 
mortgagees. You deal with a national organization and get much more 
than the placing of permanent loans. Construction loans, warehousing, 
canvassing of lending institutions, advice on producing more busi- 
ness — all this is part of Single Source Financing. In brief, here’s what 


this service can achieve for you: 


YOU SAVE MONEY !When you 
subscribe to this service, you pay a nominal 
annual retainer. You pay only normal market 
fees and discounts — but you pay us no fees or 
commissions. Because of this, we handle your 
financing problems in a manner most favorable 
to you. You get more efficient placements of con- 
struction and permanent loans at realistic rates. 





yYOU SAVE TIME! F. W. Berens 
Sales performs all the time-consuming details 
for you. You get ready warehousing. You spend 
no time shopping for the best terms. You're kept 
abreast of current methods of operation. You 
get the full benefit of our day-to-day contacts 
with leading lending institutions and banks. 





YOU SAVE EFFORT! A: any 
time, you can get specific help, advice and infor- 
mation on your financing questions. When the 
need arises, Berens’ financing experts will visit 
your office. Periodic bulletins will be sent you. 
Unbiased service and guidance is always avail- 
able. In many cases, a single deal handled by 
the Service will more than cover the annual fee 





For Full Information, Contact our Washington Office 


George DeFranceaux * Hubert Kleinpeter * Gerard J. Manack * Curt Mack 


1722 L STREET, NORTHWEST 
WASHINGTON, D.C. NA 8-5000 


New York Regional Office: 475 Fifth Avenue 
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Editor’s Notebook 











A key phrase heard in any discus- 
sion of the long-term future of the 
mortgage business is the projected 
number of family formations. Re- 
cently the thinking seems to have 
been that we must reconcile our- 
selves to fewer formations for a while 
and then expect a big spurt in the 
sixties. The Census Bureau, how- 
ever, reported a sharp rise in the 
number of households formed during 
the past year but population experts 
do not attach much significance to 
the climb. 

In the year ended last April, the 
Bureau said, some 900,000 new 
households were formed. This 
brought the nation’s number of 
households to 47.8 million, compared 
with a growth of 600,000 households 
the previous year. 

But the Bureau’s population ex- 
perts discounted the rapid increase 
as largely the result of “sampling 
variations.” One said he did not 
think the rise signaled the beginning 
of an expected sharp upswing in 
family formations as a greater part 
of the population reaches marriage- 
able age. “That,” he declared, “prob- 
ably won’t come until towards the 
end of the decade, maybe 1957 or 
1958.” 

The rate of household formation 
has been the center of a hot debate 
over whether the current high level 
of home-building is putting up more 
new homes than are needed. New 
housing starts this year have been 
running at a 1,300,000 annual rate 

the second highest on record. Crit- 
ics of the government’s “too easy” 
housing credit argue that families 
are not being formed fast enough to 
fill these new homes. The counter- 
argument is that there’s a surplus of 
dilapidated homes that will pass out 
of the housing supply and a big 
splurge of new families is expected 
in the coming years. 

The Census Bureau said the aver- 
age annual increase in the number 
of households from 1950 to 1955 was 
833,000. This compares with an 
average increase of 818,000 for the 
first four years of the decade and an 
average growth of 1,525,000 house- 
holds yearly in the 1947-50 period. 





Since World War II, the pattern 
of new household formations looks 
like this: 

Starting with 39.1 million house- 
holds in April, 1947, the number 
grew by 1.4 million in the following 
year; 1.7 million in 1949; 1.4 mil- 
lion in 1950; 1.1 million in 1951; 
800,000 each in 1952 and in 1953; 
600,000 in 1954 and 900,000 in the 
year ended April, 1955. 

Whatever rise in the rate of growth 
there was does not indicate the de- 
pression trough in births has been 
passed and more people are reaching 
marriageable age. Because of cur- 





rent prosperity fewer married cou- 
ples are living with their relatives 


and more widows can afford to live A | F L 7 H KE T O O & 
on their own. 


At the end of April, the Bureau’s 
report showed, only 3.5 per cent of 
all married couples were “doubling F O R TRADE 
up” with relatives. This was the O U 
lowest proportion on record. It com- 
pares with 3.9 per cent a year earlier, 
5.6 per cent in 1950 and 8.7 per cent 
in 1947. 

Also, census reports showed the without the adequate tools. That’s a rule 


number of households headed by ‘ Z 7, 
that holds good in the business of title 


women increased sharply in the past 


No artisan can “deliver full service” 


year. At the end of April there were : 
+,100,000 such households or 300,000 insurance, too. 
more than a year earlier. The pre- TG&T has the full kit of tools— 


vious year recorded relatively little 


growth in this type of household and extensive facilities, a stockpile of records 


the year before it dropped 200,000. dating back to 1654, the judgment and 
The growth of husband-wife 

households, on the other hand, has experience of experts—ALL the neces- 
remained fairly steady during the — flici 1 
past few years. At the end of April sary resources so valuable in efficiently 
there were 36.3 million such house- serving the increasing number of lawyers, 
holds — 400,000 more than a year pee hagas 

earlier. The growth during the pre- financial institutions and property owners 
ae ae ee eae who look to us for the protection of sound 


before that, 400,000. 


LIFE COMPANIES’ MORTGAGES title insurance. 


The total real estate investment of 
all U. S. life companies rose to $2,- 
+20,000,000 during the first half of TITLE GUARANTEE 
1955, an increase of $145,000,000 
from January | investments of this 
a and Trust Company 
Realty acquired in the first six 
months was valued at $152,000,000. MAIN OFFICE: 176 BROADWAY, N.Y. 38 « WOrth 4- 1000 
Of this, the largest block was com- TITLE INSURANCE THROUGHOUT NEW YORK, 
mercial and industrial rental proper- NEW JERSEY, CONNECTICUT, MASSACHUSETTS, MAINE AND VERMONT 
ties which totaled $115,000,000. This 


brought total holdings of such real Reinsurance facilities available through primary 


lille ; ‘ 
estate to $1.392,000.000. itle insurers in many other states 

Mortgages accounted for the larg- Ne oF 
est single block of new investments 
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“Coming to Hawaii?” 


tre 


HAWATTANA 


HOTEL 


A completely Hawaiian staff 
and Island hospitality merge 
to recapture the spell of 

Old Polynesia. 


Modern Hawaiian units complete 
with kitchenette, tile bath, 

and dressing room, minutes from 

the beach, theatres, shopping areas, 
restaurants and night clubs. 


S See your travel agent... 
“~” Write for brochure . . . make 


reservations now. 
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Evropean Plan 


Sea-Wind Studio 
Ground Floor 


For one $10.50 
Fortwo 12.50 


Garden-View 
Studio 
Second Floor 


For one $ 8.50 
Fortwo 10.50 


Tropic-Hour Suite 
Second Floor Only 
For two $14.50 
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made this year, with $3,102,000,000 
acquired. Mortgage holdings of the 
life companies increased $1,555,000,- 
000 to $27,483,000,000 on June 30. 

A record $3,102,000,000 was loaned 
by the country’s life companies on 
mortgages in the first half of this 
year. This was $808,000,000 more 
than in the first six months of 1954, 
a rise of 35 per cent. 

Most companies are already com- 
mitted for sufficient additional mort- 
gage financing for the balance of the 
year, that it is possible the $6,000,- 
000,000 aggregate of mortgage ac- 
quisitions will be passed for the year 
as a whole. 

The total mortgage investment of 
the life companies on June 30 was 
$27,483,000,000, up nearly $21,000,- 
000,000 since the end of World War 
Il. 


MUTUAL BANKS’ MORTGAGES 


Mutual savings banks boosted their 
total assets by $1,111,000,000 in the 
first half of 1955, going over the $30 
billion mark for the first time. How- 
ever, they increased their holdings of 
mortgages even more. 

Outstanding mortgage loans went 
up in the period by $1,154,000,000 
to a total of $15,999,000,000. In 
employing their funds, the banks 
continued to place primary emphasis 
on mortgage loans; in fact, unlike 
1954, they placed $1.04 in mortgages 
for every $1 gain in assets. 

During the past four and one half 
years, 98 per cent of the gain in 
assets of mutual savings banks has 
been placed in mortgages. This has 
almost doubled the total of such loans. 


HOW MANY CORRESPONDENTS? 


Wonder how many mortgage loan 
correspondents there are in the coun- 
try? If they have increased in pro- 
portion to the increase in insurance 
companies, then the number is sev- 
eral times what it was two decades 
ago. 

There are now more than 1,000 
life companies in the United States, 
more than twice the number in busi- 
ness at the end of World War II. 

An increase of 183 in the past 12 
months brought the total at mid-year 
to 1,060. 

There is now at least one com- 
pany in every state in the country 





and the largest state total is that 
for Texas where 364 companies were 
doing business on June 30. The next 
states in order are: Louisiana, 86; 
Alabama, 36; Illinois, 35; Indiana, 
34; South Carolina, 34. There are 
10 or more companies in 29 states 
and the District of Columbia. 

Southern and Western companies 
numbered 791, almost three times 
the number in 1945. The greatest 
rate of gain in life insurance owner- 
ship in the past ten years has been 
in the 28 states of the South and 
West and the younger companies 
have shown a greater percentage 
gain than the older companies. 

At mid-year, there were 249 main- 
office cities, housing one or more life 
insurance company head offices. Of 
these, 24 had ten or more company 
head offices. Dallas, Texas, led with 
133 companies, other leading cities 
being: Houston, 70: Fort Worth, 41: 
New Orleans, 34; Chicago, 26; Phila- 
delphia, 25; Indianapolis, 22; Phoe- 
nix, Ariz., 22. 

The mid-year list of companies 
shows 50 with more than $1,000,000- 
000 of life insurance in force and 
eight of these billion-dollar companies 
are less than 30 years old. Five years 
ago, there were only 30 life compa- 
nies with more than $1,000,000,000 
of insurance in force and ten years 
ago only 22. 

In the past ten years the numbet 
of policyholders in the U. S. has in- 
creased by more than 23,000,000 and 
the aggregate insurance in force by 
$200,000,000,000. 

There are 16 companies over 100 
years old and 31 are over 75 years 


old. 
WE'RE WORKING LONGER 


The life expectancy of the average 
male born after 1950 has increased 
more than 17 years, rising from 48.2 
years at the turn of the century to 
the present 65.5 years. 

The average male in 1950 could 
expect to spend almost ten years 
more on the job than the average 
male in 1900. The increase in the 
length of working life has been from 
32.1 years in 1900 to 41.9 in 1950. 
This increase in life expectancy also 
will enable the average male to spend 
an additional four years in the edu- 
cational preparatory period before 
entering the labor force—an increase 


from 13 years in 1900 to 17.7 years 
today. 

Although the average man now 
spends one-third more time than in 
1900 as a member of the nation’s 
labor force, the actual hours spent 
on the job during his entire lifetime 
is substantially less than in 1900. In 
that year the standard work week 
was 60 hours, and vacations were ex- 
ceptional, as against the present day 
40 hour week with vacations becom- 
ing the general rule. 


FIRST FORECAST FOR 1956 


Despite the government’s current 
restrained application of anti-inflation 
credit control brakes, the construction 
boom will go even higher in 1956 
than during this record-breaking year, 
according to the first forecast for next 
year by Miles L. Colean in Architec- 
tural Forum. 

Construction expenditures in 1956 
will soar to $44.1 billion, or more than 
$170 million a day during each Mon- 
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TITLE INSURANCE 
for Mortgage Investments 


Our policies are available to you in Arkansas, Dela- 
ware, District of Columbia, Florida, Georgia, Louisiana, 
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Tennessee, Texas, Utah, Virginia, West Virginia. 





THE TITLE GUARANTEE COMPANY 
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| = heard so much 
of the dynamic economy 
of Northern California. . . 
Convention Time 
would be a wonderful time 
to enjoy 
its natural beauty 


PACIFIC OCEAN 





HOME OFFICE — SONOMA MORTGAGE CORPORATION — SANTA ROSA 


Sonoma Mortgage Corporation 


Mortgage Servicers Centrally located in 
in all the communities of 
Northern California 
for some of the nation’s finest 

Lending Institutions HENRY TRIONE, President 


Santa Rosa, California 
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Offices throughout Florida 





day to Friday work week. This will 
be a substantial $2.3 billion or 6 per 
cent gain over the $41.8 billion record 
for this year now anticipated by in- 
dustry experts of the United States 
Departments of Commerce and Labor. 


Private non-residential construction 


big news in 1955. In 1956, plant ex- 
pansion will continue the new uptrend 


spending will pace the field in 1956 ‘ 
with a gain of about 15 per cent. Pri- , 
vate residential construction will in- ‘ 
crease about 2 per cent in dollar vol- 
ume, although the number of new ‘ 
housing starts will prebably show a t 
slight decline. In this category the s 
higher spending will come from a shift 
to larger houses, and slightly higher ti 
building costs. oO 
Last September Colean’s 1955 fore- u 
cast accurately foretold the banner in 
expenditure records being established te 
during the current building season, d 
erring to some extent only on the t 
conservative side. st 
“Building next year will continue tH 
its upward surge, surpassing even this p 
This Florida plant is processing cattle feed from citrus pulp year’s unexpectedly large volume, to “ 
make the tenth successive record- st 
. 4 ; r breaking year in dollar volume, and “ 
CLIMAI E MAKES INDU STRIES GROW the seventh in physical volume of in 
work put in place,” says Colean’s al 
More and more business leaders are realizing the 1956 forecast. 
important part good location in an equable climate Next year also will probably in- ™ 
plays in industry. The steady stream of industrial augurate a trend that will last into . 
dollars pouring into Florida annually now rivals its the °60’s, he adds—‘a rather stable : 
billion-dollar tourist income. spaces nye “ gate ee : 
of commercial building, a mounting tk 
Good labor conditions, a tax system scaled to favor volume of industrial building and an a 
private enterprise, and no work stoppages due to tem- expanding activity in the types of gov- ot 
perature extremes are take-it-for-granted features in ernment construction that most di- 
industrial Florida. As pioneers in Florida real estate rectly serve the expansion of the pri- Pp! 
development we take great pride in the many assets vate economy. These gains should “ 
our state offers to industry. rare poy ofeet amy sag in residen- a 
; a tial building that may later develop la 
The wide diversification of industry in Florida offers before the renewed uptrend in family ne 
expanding opportunity for profitable mortgage invest- formation that will surely be under- da 
ments. There's a sound future for mortgage money way within the next six or seven ed 
in Florida. years.” = 
Florida’s good points pay off in increased production snctading sneered (which will re 
; , fig oe continue to comprise well over one- * 
and decreased operating cost. And don't forget — dis of oh és he asl Pr 
, , . . Sr oe all construction), private 
there’s room for industry to GROW in Florida. building expenditures will advance ste 
about 5 per cent next year. ; 
| Discussing an 18 per cent increase ue 
STOCKTON WV HATLEY expected next year in the industrial -_ 
4 4 segment of private construction, a cil 
DAVIN & COMPANY 15 per cent rise in commercial build- ah 
ing, and a 20 per cent jump in reli- thi 
gious construction, Colean says: 6 
PENSACOLA @ TALLAHASSEE @ JACKSONVILLE @ KEY WEST “Ind Sot ethan’: fe te — fro 
ndustrial building’s husky resur 
MIAMI @ ORLANDO @ = ST. PETERSBURG @ FT. LAUDERDALE gence, after a two-year slide, was the m8 
ay 
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at a quickened rate, as industry faces 
up to the capital requirements of an 
increasing population, an increasing 
standard of living, and the need to 
offset increasing labor costs with more 
efficient productive processes. Indus- 
trial building will amount to $2,600 
million next year; and over the next 
ten years, it should steadily advance 
to a level about 50 per cent higher 
than the 1955 estimate. 

“Commercial building will have an- 
other flush year ($3,300 million), 
though the advance will not be so 
strong as during 1955. 

“Office buildings will make up bet- 
ter than 90 per cent of the category 
of warehouses, office and loft build- 
ings. Rising vacancies in loft build- 
ings in New York City, the main cen- 
ter of this activity, foreshadows a 
decline in the building of these struc- 
tures. The shopping center boom will 
still be on, perhaps in milder form 
than in 1955 but still of sizable pro- 
portions. Here the prospective high- 
way program, with its creation of new 
strategic points of traffic confluence, 
will be influential—as it also will be 
in the stimulation of new 
and service facilities. 


restaurants 


‘Religious and institutional building 
will be buoyant. We are in the midst 
of the greatest church building boom 
(including Sunday schools, parish 
houses and the like) of all time and 
there is no sign of abatement. About 
a fifth of this expenditure will be for 
other than churches proper. 

“Probably a fourth to a third of the 
private educational building will be 
in the college and university category, 
where capacity will have to be en- 
larged around 30 per cent within the 
next five years if we are to accommo- 
date the demand for private higher 
education. Attitudes toward racial 
integration are likely to give a special 
boost to private primary and secon- 
dary schools, particularly in the South. 
Private hospital building will move 
steadily ahead.” 

Under the pressure of the popula- 
increase and the growing de- 
mands for appropriate community fa- 
cilities, public construction will move 
ahead more vigorously in 1956 than 
this year, and show a gain of about 
6 per cent. The shift in emphasis 
from federal to local expenditures will 
continue, and of the total public out- 
lays next year, about 70 per cent will 


tion 


be state and local spending, mainly 
for educational, hospital, highway, 
and sewer and water facilities. 

Public school construction will total 
about $2.8 billion, or a gain of about 
10 per cent over 1955. This will be 
a smaller percentage gain than the 
19 per cent pickup in 1955 over 1954, 
it notes, and attributes this reduced 
rate of acceleration “to the problems 
created by the integration issue, 
mainly in the southern states.” 





Get there faster... onel 


“It will probably be at least a year 
before adjustments in attitudes and 
financing programs can be made in 
sufficient degree to permit school 
building to advance in line with 
needs,” it explains. 

All the forces that sustained build- 
ing this year will be present in 1956, 
and some of them will be present with 
greater vigor, says Colean in outlining 
these main reasons why the construc- 


tion boom will continue. 
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ve fresh ond relaxed! 


FLY UNITED AIR LINES 


fo the annual convention of 


MORTGAGE BANKERS 
ASSOCIATION of AMERICA 


Los Angeles, Oct. 31 - Nov. 4 


Take advantage of United Air 
Lines’ fast, dependable Mainliner 
service direct to Los Angeles and 
the Convention! 

United’s First Class service 
features “‘red carpet’? DC-7 non- 
stops coast to coast, delicious 


Pre- and Post-Convention Tours in Hawaii 


Enjoy a Hawaii Holiday before or after the 
Los Angeles Convention, or as part of the 
Adjournment Meeting in Honolulu Nov. 10-14. 
7 days including hotel, round-trip fare from 
California and sightseeing as low as $271, 
plus tax. Other tours available up to 22 days. 


full-course meals served aloft, an 
economical half-fare family plan 
and optional routing privileges 
to other cities at no extra fare. 
Thrifty Air Coach service also 
available from many cities. 
Coast-to-coast, only $99, plus tax. 


AIR LINES 





Call your nearest United office today! 
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SOUND PROTECTION 


There are many reasons why Lawyers Title policies are accepted and often preferred by 
large corporate investors in mortgage loans. One of the most important is that to investors 
in mortgage loans Lawyers Title insurance policies say: 


“You are protected against financial losses which may be caused by mistakes 
made in abstracting and examining titles and in preparing legal papers affecting 
title. You are also protected against losses caused by concealed title defects, 
such as forged deeds and releases. Moreover, should anyone ever question the 
titles to the properties securing your loans, Lawyers Title will defend, without 
any cost to you, all legal actions or proceedings against you which allege the 
titles to be other than as insured.” 


If you would like to consider making your mortgages safer with title insurance, we shall 
appreciate an Opportunity to consult with you. 


THERE IS NO BETTER TITLE INSURANCE THAN A POLICY OF 















TITLES INSURED THROUGHOUT 43 STATES 
THE DISTRICT OF COLUMBIA, PUERTO RICO AND HAWAII 





NATIONAL TITLE DIVISION OFFICES 
Chicego New York 
BRANCH OFFICES IN: 


Akron, O. Dallas, Tex. Nework, N. J. Savannah, Ga. 
Atlanta, Ga. Dayton, O. New Orleans, Lo. Springfield, Ml. 
Augusta, Ga. Decotur, Go. Newport News, Vo. Washington, D. C. 
Birmingham, Ala. Detroit, Mich. New York, N. Y. White Plains, N. Y. 
Camden, N. J. Flint, Mich. Norfolk, Va. Wilmington, Del. 
Cincinnati, O. Freehold, N. J. Pittsburgh, Pa. Winston-Salem, N. C. 
Cleveland, O. Grand Rapids, Mich. Pontiac, Mich. Winter Haven, Fic. 
Columbus, Ga. Miami, Flo. Richmond, Va. 

Columbus, O. Mount Clemens, Mich. Roanoke, Vo. 

REPRESENTED BY LOCAL COMPANIES IN MORE THAN 175 OTHER CITIES 


oe 
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“Mortgage Banker 


THE TRIALS AND TRIBULATIONS OF A 
LIFE COMPANY INVESTMENT OFFICER 


OME back with me 30 years and 

reconstruct, as best we can, the 
investment atmosphere surrounding 
those who managed the portfolios of 
life insurance companies in 1925. Gen- 
eral business was good, and with the 
sharp but short depression following 
World War I out of the way, the fu- 
ture looked bright. A real estate boom 
was in progress, particularly in Flor- 
ida; the stock market showed signs of 
the spectacular rise yet to come by 
surpassing the previous peak attained 
in 1919. Plentiful supplies of govern- 
ment, municipal and railroad bonds 
and mortgages were available at satis- 
factory yields. I dare say it was felt 
at the time that yields were barely 
adequate although, of course, they 
were usurious by present-day stand- 
ards. The steady growth of life insur- 
ance assets was continuing unabated: 
at the end of 1925 they reached $114 
billion, a staggering gain of almost 
60 per cent in five years. 


Nothing is so certain as change 


Perhaps if we focus our hindsight 
a little sharper we can actually get a 
glimpse of a typical investment officer 
in action exactly 30 years ago. Our 
hero, whom we shall call Sylvester J. 
Throckmorton, first completes his pe- 
rusal of the morning paper, nodding 
approval to an editorial condemning 
the verdict in the Scopes evolution 
case of a month earlier (after all, one 
had only to look about him to see that 
there was something to this monkey 
business) and confidently predicting 

and rightly so as it turned out) that 
it looked like Pittsburgh and Wash- 
ington in the World Series. (Note: 
Pittsburgh won the Series four games 
to three and has apparently not yet 
recovered from that burst of glory.) 


The next order of business for 
Throckmorton is to review his com- 


By CHARLES W. DOW 





pany’s portfolio. What per cent of 
total assets do we have in government 
bonds today? Six per cent? That 
seems about right, no point in getting 
too much money tied up at 4 per cent. 
Let’s see now—municipal bonds about 
5 per cent; I guess that’s enough; 
pretty hard to get 5 per cent on your 
money unless you take a chance on 
Los Angeles or some of those other 
towns in California, risky though, you 
know, still almost frontier country. 
Foreign government bonds—only | 
per cent? Well, let’s take another look 
here; heard there were some of those 
20-year 8 per cent French bonds avail- 
able and it’s a sure thing that we will 
get our money back. No that won’t 
do—the directors will think I’m try- 
ing to work up an excuse to go to 
Paris. 

Now we're getting 
railroad bonds 19 per cent; here’s a 
chance for some action. 


in business— 


but did all this happen to the pattern of institutional investment 


in a span of just 30 years? Was there really a time when there was a scramble for 20-year 


8 per cent French bonds (“it’s a sure thing that we will get our money back”) .. . 


when a big life company had only 7 


own a home if he has to borrow more than 50 per cent of the cost”)... 


- 


per cent of assets in mortgages (“a working man shouldn't 


yes, there was a 


time like this. But, to recapture the tempo and times of a day that doesn’t seem too far in the past, 


come with Sylvester J]. Throckmorton, a “typical” life company investment officer 


of thirty years ago. Let him tell you of the trials and tribulations of 
his job back in 1925. You think his successors are faced with decisions 
hard to make? Throckmorton had his share, too. 

Mr. Dow, who brings Throckmorton, vintage of 1925, back to life, 

is senior vice president of The Equitable Life Assurance Society of 
the United States, and first introduced his hero to the 


Nationa! Association of Life Underwriters. 
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“Oh, Miss Blodgett, get me J. P. 
Schmaltz, of Schmaltz & Blaugh please 
.. « Hello? J. P.? I understand you’re 
peddling some Western Pacific 5% 
per cent equipment notes, what’s your 
price? What? 101? Those bonds 
aren’t due for almost four years and 
that’s pretty wild territory, you know. 
OK, if you say so. I'll take $5,000. 
What’s that? How about some utility 
bonds? Don’t know, we already have 
6 per cent of our assets in utilities and 
I'd just as soon take it a little easy. 
Oh, sure, electricity is here to stay, 
but you can only light so many lamps 
every night. 


morning, A. W. This is Throckmor- 
ton. Anything attractive in indus- 
trial bonds today? Sorry, no Alumi- 
num Company bonds not even at 
7 per cent. You know we insurance 
companies can’t buy anything unless 
it is adequately secured by real estate 
or collateral, and those Aluminum 
bonds are unsecured debentures—and 
even if we could legally, I wouldn’t 
want to rely on the credit of a com- 
pany whose product is used for pots, 
and pans, and Eskimo Pies! No oil 
companies, either; they’re too risky 
when you stop to think that our 
proven crude reserves will be pretty 


“We have seen how 30 years ago the twin ideas of ‘real 
estate security’ and ‘get your money back as soon as 
possible’ prevailed. Since then the life insurance com- 
panies have come a long way in liberalizing their invest- 
ment outlook—have kept attuned to the times. That is 
not to say that investment prudence has been thrown to 
the winds but rather that much greater reliance has been 
put on people, instead of on property. I confidently 
predict that the next 20 years will witness further hu- 
manization of insurance investment. The great problems 
of employment, housing, and transportation that face us 
in the years ahead will arise basically from the growth 


in population.” 


“Detroit Edison 5 per cent bonds 
due 1949? Are you kidding? Why 
by 1949 the auto companies will be 
practically out of business—everyone 
will have a car. Do you know there 
are over 17 million cars on the road 
right now? Not much room for any 
more. (Note: There were 49 million 
in 1949.) Speaking of cars J.P.—and 
I wouldn’t want this to get back to 
my president, he might think I’m a 
sport—I just bought a Pierce-Arrow 
roadster. Supposed to do 70. Some 
day we'll take a spin out into the 
country—I know a place where . 
Sure, they get it right off the boat. 
Well, goodbye, J.P.” 

But back to the portfolio. What's 
next? Industrial bonds, | per cent. 
No doubt industry has a great future 
in this country but until it’s really 
proven itself I think we had better 
keep our money in sound railroad 
bonds and mortgages. Maybe I should 
check to make sure we’re not missing 
something that will give us 6 per cent. 

“Miss Blodgett, Mr. Threshold at 
A. W. Threshold & Co., please. Good 


well depleted in 10 years or so. Try 
again. Commercial Credit 6 per cent, 
9 years. Say I like that return—but 
no, I don’t think it’s right for people 
to buy cars on credit, they should pay 
cash for the luxuries of life. More- 
over, we don’t want to encourage 
those credit companies or else they'll 
take away all our policy loan business. 
Confidentially, A. W., that’s the best 
investment we have, 6 per cent and 
no risk; good volume, too, over 12 
per cent of our assets are in policy 
loans. Doesn’t look as though we’re 
going to do any business today—but 
maybe you could pick up for my own 
account a couple of thousand of those 
Pierce-Arrow 18 year, 8 per cent— 
I’m a Pierce owner now, you know. 
Sure, 1943 is a long way off but a real 
quality car like the Pierce will always 
be in demand. Thanks and goodbye, 
‘A eS 

Well, let’s take a look at the mort- 
gage situation today. 

“Oh, Miss Blodgett, will you please 
ask Mr. Snodgrass of the real estate 
department to step in for a few min- 
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utes. Hello, Pierpont, things still 
moving ahead on the mortgage front? 
Say, there are a couple of matters I'd 
like to get your slant on. I’ve been 
thinking that we should consider in- 
creasing our mortgage business in some 
of the Western states, maybe Texas 
and California. What have we invested 
in those two now? Six per cent of our 
total mortgages—that seems modest 
enough. What! You think that’s too 
much — it’s still frontier country? 
Someday you'll be sorry you didn’t 
have a little foresight! Never mind, 
Pierpont. I guess you’re right at that. 
Try this one instead. Let’s get a little 
more liberal with our home mortgages, 
which as I recall, are only about 7 
per cent of our assets. It’s pretty hard 
for the working man without any 
capital to buy a home, unless he gets 
second and third mortgages. Now it 
seems to me if—how’s that Pierpont, 
you don’t believe the working man 
should own a home if he has to bor- 
row more than 50 per cent of the cost. 
Well, I daresay it isn’t our business 
to make life easier for anybody. Time 
for lunch, let’s drop across the street 
for that 75¢ steak blue plate—which 
reminds me of a scene in a movie I 
saw last night where Charlie Chaplin 
boils his boot for dinner. What was 
the name of that picture —oh, of 
course, “The Gold Rush.’ ” 

And so, humming a bar of “Yes Sir, 
That’s My Baby” and noting with 
disapproval that Miss Blodgett’s skirt, 
having paralleled the rise in the stock 
market, was flapping around her 
knees, our hero, the “typical” life 
company investment officer of 1925, 
concludes a busy morning. 

I may have taken some liberties 
with the life company investment offi- 
cer of 30 years ago, to say the least; 
but we owe him a debt of gratitude. 
The policies he followed were attuned 
with the times, and were the ones 
that enabled the life companies to 
ride virtually unscathed through the 
crest of 1929 and the trough of 1932, 
and to establish themselves as a firm 
bulwark of the American economy. 

If the 10 years from 1925 to 1935 
may be designated as the period in 
which the fundamental strength of 
life insurance investment was tested, 
the years from 1935 to 1955 repre- 
sent the era in which its flexibility 
and humanity were put on trial. That 
it met successfully the new demands 
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of the past two decades is clearly evi- 
dent from the respected and impor- 
tant position that the industry now 
holds. 

What important changes have taken 
place in life company investment since 
1925? 

First, there has been a tremendous 
rise in the amount of funds available 
for investment as a result of an in- 
crease of life company assets from 
$11% billion to $84 billion. Many 
factors, of course, have been respon- 
sible for this growth. Let it suffice for 
here that I express my belief that the 
one outstanding factor has been the 
salesmanship of the life insurance 
underwriter. It is fundamental that 
this great industry has grown—and 
will continue to grow—because of the 
ability, aggressiveness and integrity of 
the underwriter who through indi- 
vidual, personal effort continuously 
demonstrates to the American people 
the and human values in life 
insurance. 


real 


Equaling in importance the growth 
in the amount of insurance investment 
funds has been the widespread dif- 
fusion of these funds throughout all 
segments of the economy and through- 
of the 48 states. Insurance 
dollars have been made available to 
more people for more purposes, clos- 
ing the gap between the life insurance 
purchaser and the user of life insur- 
ance funds so that today the mutual- 
ity of interests is very real indeed. 


out all 


Let us take a look at how insurance 
investments are distributed today as 
compared with 30 years ago. Despite 
an increase in the federal debt from 
$21 billion to almost $277 billion, the 
percentage of assets invested in gov- 
ernment securities only rose from 6 
per cent to 11 per cent. And should 
there be any concern as to the life 
companies taking over a large part 
of the federal debt, it might be well 
to note that the industry holds but 
3 per cent of the debt, the same per- 
centage it held back in 1925. Munic- 
ipal bonds have declined in relative 
importance from 5 per cent of the 
total to 3 per cent. 
there has been an important develop- 
ment that has enabled the life com- 
panies to put their funds to work for 
the direct benefit of millions of people 
and thousands of localities—and that 
is the rise of the toll road as a vital 
transportation artery. The heavy par- 


Here, however, 


ticipation of insurance companies in 
toll road financing has been a key 
factor in the successful construction of 
modern, high-speed turnpikes. For- 
eign bond investments have dropped 
to one-half of 1 per cent of total as- 
sets, and consist almost entirely of 
Canadian government securities. Alas, 
like poor Throckmorton, I fear I shall 
never find a business excuse to 
Paris. 


see 


If Sylvester J. Throckmorton were 
with us today he would be quite sur- 
prised to learn that his investment 
favorite — railroad bonds — now 
counts for less than 5 per cent of total 


ac- 


“An important phase 
brought home to the 


insurance funds to contribute toward the rise in their 
standard of living is the making of residential mortgages. 
Only 7 per cent of life company assets were invested in 
home mortgages in 1925, representing a total investment 
of some eight hundred million dollars. Today the pro- 
portion is 19 per cent, an investment of $16 billion. 
These cold statistics, impressive as they are, cannot reveal 
the tremendous values, tangible and intangible, gained by 
our nation through the creation of adequate housing. The 
United States has become a nation of home-owners—a fact 
of the utmost importance to the stability of our economy.” 


life assets as compared with 19 per 
cent in 1925. This substantial drop 
in relative importance is not the re- 
sult of a loss in investment merit of 
railroad securities but rather of the 
fact that the railroads early in the 
century achieved a high level of ma- 
turity obviating the need for new 
capital that has characterized most of 
our other major industries during the 
past 20 years. 

You may recall that our Mr. 
Throckmorton took a rather dim view 
(no pun intended) of the electric 
utility industry and regarded it as a 
lamp lighter. The lamps are still be- 
ing lit—and undoubtedly many billion 
more than even he could have visual- 
ized—but it would have taken a man 
with superhuman vision indeed to 
foresee the astonishing growth in the 
demand for electric power in the 
period from 1925 to 1955. With in- 
vestment in public utility securities 
now aggregating almost $14 billion, 
or 16 per cent of total assets, as com- 
pared with $700 million, or 6 per cent 
of total assets in 1925, it is apparent 
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that the lite companies have demon- 
strated flexibility in meeting the needs 
of the utility industries. 

If Throckmorton would have been 
surprised by today’s life investments in 
the public utility industries, he would 
have been absolutely dumfounded by 
what has taken place in the field of 
industrial investments. While the ex- 
tent of the growth in the amount of 
such investments is staggering, from 
$97 million to $17 billion, from less 
than | per cent of assets to more than 
20 per cent, it is the character and 
diversity of the industries and com- 
panies invested in, which would have 


of investment that has literally 
American people the ability of 














convinced Throckmorton that he had 
visited that “place in the country” 
once too often. 

What are some of these industries 
and what is the significance of life 
company investment in them? The 
major industries are, of course, well 
represented—steel, oil, chemical, tex- 
tile, food, paper, rubber, automobile, 
electrical equipment, etc. Unlike 
Throckmorton, today’s investment 
manager is not fearful that our crude 
oil reserves will be depleted in the 
near future. True, proven domestic 
reserves are adequate for only 20 years 
of production at the current rate but 
the opening up of new areas in this 
country, in Canada and in various 
other parts of the world insures plen- 
tiful supplies of petroleum well be- 
yond the year 1975—which is as far 
into the future as I intend to look. 

In addition to providing financing 
for the expansion and modernization 
of our basic industries, insurance funds 
have been instrumental in stimulating 
the growth of new industries and of 
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Are Shopping Centers Losin 


The most sensational real estate 
development of the Twentieth 
Century—possibly the only really 
new development—has been 

the shopping center. 

They have mushroomed all over 
the country with a great many 
more planned. 

Have they been over-done? Have 
we reached saturation? As with 
almost anything else, there 

are two points of view. 

This article is a round-up 

of facts about both opinions 

of the future of shopping centers. 


making the face of America today, 
shopping centers are popping up all 
over the map. Allied Stores Corp., 
biggest U. S. department-store chain, 
already a participant in three such 
centers, has announced it will sponsor 
a nationwide network of seven more, 


7 the building boom that is re- 





at a cost of nearly a quarter billion 
dollars. In New Jersey’s burgeoning 
Bergen County, two huge rival cen- 
ters, only three-quarters of a mile 
apart, are in the works. In Stamford, 
Conn., steamshovels are scooping out 
earth for the Town & Country Shop- 
ping Center, just a few hundred feet 
from where Ridgeway Shopping Cen- 
ter has stood since 1947. Developers 
have acquired 105 acres near Kansas 
City from former President Harry 
Truman for a $20 million Truman 
Corners Town & Country Shoppers 
City. Virtually every day’s grist of 
news brings word of some forthcom- 
ing merchandising mecca, boasting 
such novel features as air conditioned 
malls, hospitals and heliports. 

Yet even in this heyday of national 
prosperity, when cash registers every- 
where are ringing merrily, one or 


Reprinted from Barron's by permission 
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two sour notes can be detected. Some 
of the shopping centers that have 
sprung up in the past few years have 
found that, after an initial rush of 
business, sales have tended to taper 
off. Others, having made the mistake 
of building too small, soon encounter 
much the same parking troubles as 
beset the downtown areas. A number 
of centers, in fact, watching revenues 
trail behind optimistic advance esti- 
mates, are now reportedly ripe for 
an offer from any potential buyer. 
And at least two are in serious finan- 
cial difficulties. The 41-store Shoppers 
World at Framingham, Mass., is in 
process of reorganization under the 
bankruptcy laws. And the owners of 
the 40-store Princeton Shopping Cen- 
ter, near Princeton, N. J., are fighting 
to stave off foreclosure. The shopping 
center, it thus begins to appear, like 
any other commercial venture, is not 
exactly immune to the unsentimental 
buffeting of the marketplace. 

Just what is a shopping center? So 
glamorous has the term become that 
now-a-days it is lavished on almost 
any group of stores strung together, 
however fortuitously, in a strip or 
cluster. But only a few planned and 
well-integrated retailing configura- 
tions actually qualify. There are three 
fundamental types. First is the com- 
munity center, whose appeal is based 
on convenience and accessibility. Its 
main attraction is a supermarket, or 
perhaps two, with such satellites as 
a 10-cent store, a drug store, a Sears 
or the like, and perhaps a dozen or 
more small shops. Total selling space 
may run anywhere from 30,000 square 
feet to 100,000. The modest aim of 
such a center is to meet the day-to- 
day needs of the families within easy 
walking or driving distance; it com- 
petes in only a limited sense with 
downtown. 

Somewhat larger in size and scope 
is the so-called semi-regional center. 
This operation, which ranges between 
100,000 and 400,000 square feet, is 
anchored by either a large variety 
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Their Merchandising Magic? 


By JOHN C. PERHAM 


store or a junior department store. 
It aims at a wider clientele, and thus 
is subject to fiercer competition, both 
from other centers and from down- 
town districts. It may or may not 
evolve into the third type, the full- 


fledged regional center, which runs 
from 400,000 to a million square feet, 
and serves as a magnet for half a 


million or more shoppers from as 
many as 30 or 40 communities. Char- 
acteristically, it is built around a 
department store, or sometimes two 
rival ones. It attempts to offer con- 
venient one-stop shopping for virtu- 
ally every consumer item except auto- 
mobiles and yachts. 

Just how many of the three basic 
kinds of shopping centers dot the na- 
tion today it is almost impossible to 
say. The difficulties of nomenclature 
and of keeping track of everything 
going on in 48 states are obvious. 
Some eighteen months ago, Women’s 
Wear Daily, which takes a lively in- 
terest in such matters, exhausted sev- 
eral members of its research depart- 
ment in a survey. It concluded that 
at the time there were 480 regional 
or community centers operating, un- 
der construction, or on the drawing 
boards. But by the time those findings 
tabulated, they were already 
out of date, and another study is 
in process right now. Estimates by 
others have run as high as 1,000 
centers in operation, and 2,000 more 
being built or planned. 


were 


The actual birth of the shopping 
center is not easy to trace. But the 
idea that a far-sighted retailer might 
do well to move away from a high- 
cost central location to one on the 
outskirts of town, land and 
rents were cheaper, first began to take 
hold some 30 ago. In those 
days, outlying intersections of bus or 
trolley lines were considered the best 
sites. Sears, Roebuck and Montgom- 
ery Ward were among the most suc- 
cessful pioneers in this early push to 
the suburbs, and the supermarkets 
were hot on their heels. 


where 


years 





Gradually there evolved the con- 
cept of a planned and integrated 
suburban center, the member 
of which would offer a wide variety 
of merchandise and would operate 
more or less as a unit. The great 
impetus to this retailing phenomenon 
has come, of the past 


stores 


course, in 


decade. Contributing to it have been 
the accelerating growth of U.S. popu- 
lation; the trek to increasingly distant 
suburbs; the concentration of family 
life around the automobile; the pro- 
gressive strangulation of downtown 
areas by their own traffic and park- 
ing problems; and, in the words of 
one realtor, “the inherent laziness of 
the average man.” 

immediate 
numbers of 


Hence in the postwar 
years, when vast tired 
city dwellers were exploding into what 
were once the quiet suburbs, centers 
of all shapes and size sprouted over- 
night. In those halcyon days, almost 
any open land near a traffic intersec- 
tion was good enough. Financial 
backing was secured without difficulty 
from insurance companies and other 
institutional investors. Prospective ten- 
ants, too, were eager to extend their 
reach into the fastest-growing sections 


of America. So anyone with a well- 
located plot of land and a dash of 
salesmanship could promote a center 
of his own, and do reasonably well. 

Today, the story is rather different. 
It’s true that the suburban U. S. 
population is still growing like cab- 


bages. The need still exists for new 


stores. But it is becoming clear, too, 
that there is a limit to the number of 
first-class sites available for-develop- 
ment. Retailers, particularly the big 
national chains, can afford to be more 
choosey about what centers they'll 
join—if they don’t like the lease terms 
offered them in one, they know an- 
other will be coming down the pike 
sooner or later. Financial institutions, 
with some hard-earned experience 
under their belts, are tougher. They’re 
not letting anybody “mortgage out.” 
Meanwhile, the novelty of the shop- 
ping center is wearing off, and com- 
petition from others, old and new, 
is mounting. 


As a result, the hazards of the field 
are multiplying rapidly, and, in fact, 
though shopping centers are a fairly 
recent phenomenon, there already 
have been two notable casualties. One 
of these is the $7.2 million Shoppers 
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World at Framingham, which opened 
for business in the fall of 1951. At 
the time, publicity drums beat loudly 
for the new venture, the second in 
this country to be built on such a 
grand scale. Among its tenants were 
Allied Stores’ Jordan Marsh, Sears, 
Roebuck, Kennedy’s Stop & Shop, and 
more than a score of smaller outlets. 
Federated Department Stores’, Fi- 
lene’s, however, refused to partici- 
pate.) Promoter Huston Rawls, 
consultant Kenneth Welch and archi- 
tect Morris Ketchum, Jr., publicly 
credited no fewer than 3,000 people 
for helping to make the retailing 
dream a reality. And it was widely 
expected that this enterprise on the 
Worcester-Boston expressway 18 miles 
from the Hub would be a milestone 
in suburban merchandising. 


Yet by January, 1954, Middlesex 
Center, Inc., owner of Shoppers 
World, was in default on its bonds 
and notes. Though none of the indi- 
vidual stores was doing too badly, 
and kingpin Jordan Marsh was pros- 
pering, the Center as a whole lacked 
sufficient income to meet its obliga- 
tions as they fell due. It therefore 
filed a petition of bankruptcy in U. S. 
District Court in Boston, where litiga- 
tion has been dragging on ever since. 
Court-appointed trustees have sub- 
mitted two plans of reorganization, 
the first of which was promptly re- 
jected by Equitable Life, the principal 
mortgage holder. A second, proposed 
last month, is reportedly satisfactory 
to the company, but needs the ap- 
proval of the Securities and Exchange 
Commission as well. 


Under it, the insurance company 
would receive new 44 per cent bonds 
to cover part of the $529,000 in ac- 
crued interest due on $5.2 million of 
first mortgage bonds carrying the 
same rate. The balance would be 
paid in cash and stock of a reorgan- 
ized Shoppers World, Inc. (of which 
Equitable would become sole share- 
holder). Holders of a $350,000 second 
among them William A. 
Coolidge, Boston financier—would get 
10 per cent of the value in cash, and 
unsecured creditors would be alloted 


mortgage 


up to 10 per cent of their claims. The 
$400,000 of original capital put up 
by Mr. Rawls and some of his friends 
would be completely wiped out. 


Just what happened to Shoppers 
World to explode the original dream 


is still a matter of lively dispute. 
Equitable, certainly an _ interested 
party, attributes the failure to three 
principal factors. First, inadequate 
working capital, and too low an esti- 
mate of operating costs. Second, lack 
of enough access roads, (another is 
planned now). And, finally, the pro- 
moter’s inability to attract a second de- 
partment store, as originally planned, 
which might have more than doubled 
the pull of the center as a whole. 


What the Critics Say 

Outside observers, however, argue 
that Equitable, too, must bear some 
share of the blame for insisting on 
mortgage repayment terms that 
proved to be more than the infant 
Center could bear. And these critics 
add several other items to the list 
of Framingham’s deficiencies. The 
physical layout, they say, is poorly 
planned, failing to create the flow of 
pedestrian traffic needed, particularly 
by the smaller stores. Some of the 
latter are not well-known outside Bos- 
ton, and add no great luster to the 
Center. While some are content with 
second-rate merchandising methods 
Jordan Marsh and Sears being no- 
table exceptions) , their leases are such 
that the Center is unable to get rid of 
them. 

The critics charge, too, that no 
adequate effort was made to build 
the Center into a functioning unit, 
instead of a hodge-podge of individual 
stores. Its backers are accused of 
having made inadequate allowance 
for the conservative shopping habits 
of proper Bostonians, who tend to 
frequent the same stores their grand- 
parents did. (Says one real-estate 
consultant: “One thing I’ve learned 
about shopping centers. Never build 
one anywhere in New England east 
of the Connecticut River. It just 
won't go.”) But perhaps the para- 
mount criticism is that the whole 
project was approached from a pro- 
motional rather than a merchandising 
viewpoint. 

As for Princeton, it came along 
later and was built on a smaller scale, 
but its difficulties parallel those of 
Framingham. The $3.5 million Center 
opened for business in the late sum- 
mer of 1954, between Route 1 and 
Route 206 in New Jersey. Among 
the tenants taking up its 200,000 
square feet of floor space were Bam- 


26 THE MORTGAGE BANKER + October 1955 


berger’s, A. & P., Acme Food Stores, 
Sun Ray Drug Co., and S. S. Kresge. 
The first mortgage of $2.3 million 
was held by Travelers Insurance Co., 
and second and third liens of $339,- 
000 and $32,000, respectively, by 
Property Credit Corp., whose _presi- 
dent, George W. Warnecke of New 
York, has made as many loans of this 
kind as any man in the country. And 
Mr. Warnecke, for one, still thinks 
the Center is basically well-conceived, 
and serves a real need in the com- 
munity. 


But trouble arose, say those close to 
the picture, because the promoter, 
who was inexperienced, had several 
similar irons in the fire at the same 
time. For that reason, among others, 
he was unable to give Princeton the 
attention it needed. The esprit de 
corps vital to success never developed 
among the merchants, the Center as 
a whole was poorly promoted, and 
financial troubles soon ensued. Clear- 
view Associates, the company set up 
to build and own the Center, fell 
into arrears in payments on the sec- 
ond mortgage in March of this year. 


So much for the woes of two of 
the less fortunate projects. But quite 
apart from individual merit, the over- 
riding question these days is whether 
or not too many shopping centers 
are being built. And it is hardly 
surprising that answers vary sharply. 
Both sides in the continuing debate 
can cite chapter and verse to prove: 
(a) that centers in a given area are 
underbuilt—that is, the existing ones 
are not big enough to serve ade- 
quately the public they attract; and 
(b) that centers in general are over- 
built, to the extent that they must 
compete against each other for the 
same customers and dollars. 


As to the first point, plenty of 
centers have made the mistake of 
not acquiring enough land originally 
to allow for eventual expansion. Ow- 
ing in part to today’s larger cars, 
they have outgrown their prime asset, 
parking space. And they have out- 
grown their selling area, too. Some, 
unable to expand horizontally, have 
had to add a second or a third floor, 
which is generally considered the least 
desirable way to grow. 

As to the second, the most vocifer- 
ous advocate of the view that the 
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By STEPHEN G. COHN 


President, Greenebaum Mortgage Co., Chicago 


HE most striking change that 

has occurred in both the real 
estate and the retail merchandising 
fields over the past 50 years has been 
the nation-wide development of 
drive-in shopping centers. 

In considering the phenomenon of 
these modern, air-conditioned retail 
centers which have come into being 
all over the United States, we should 
never lose sight of the fact that prac- 
tically all of them were built only 
after carefully considered action by 
a vast majority of America’s greatest 
merchandising corporations and with 
the approval of top investment com- 
mittes of the leading life insurance 
companies. 

Practically every center and the 
community which it serves has also 
been thoroughly pre-analyzed by the 
nation’s top real estate research or- 
ganizations. It seems foolhardy to as- 
sume that these experts have been 
unaware of what they were doing, as 
critics sometimes imply. 

Actually the modern shopping cen- 
ter is a natural and inevitable step 
in the evolution of American family 
life from the city apartment to the 
suburban home and in our mode of 
transportation from the streetcar to 
the automobile. 

All across the nation, our cities 
are becoming more and more decen- 
tralized. This is due to four basic 
changes in our concept of day-to-day 
living: 
>> Homes being built farther away 


from downtown business districts as 
more and more families, particularly 
those with young children, seek to 
settle in less crowded communities; 
2> The decentralization of industry, 
which has seen both large and small 
businesses move to the outlying dis- 
tricts and into the suburbs; 

>> Large-scale housing developments 
which have been built to cater to the 
employees of these new outlying 
plants; 

>> The trend to outlying office build- 
ings which have provided further 
employment, and outlying medical 
centers which have sprung up to 
cater to the physical needs of the 
families. 

These steps toward making the 
suburban community self-sufficient 
are eliminating the necessity for driv- 
ing into downtown areas for these 
services. They have led to the devel- 
opment of drive-in shopping centers, 
where ample parking and a wide se- 
lection of modern, air-conditioned 
stores have made one-stop shopping 
a reality. 

The further fact that most centers 
remain open three to five nights a 
week makes it possible for the father 
to join in family shopping expeditions 
on an informal basis, and this adds 
to their wide public appeal. 

While the complaint that the 
owners of poor tracts of unused land 
are trying to promote shopping cen- 
ters is justified, it should be pointed 


out that most of these schemes will 


>> BABSON’S VIEW: I have been 
looking at new shopping centers this 
summer in connection with my vaca- 
tion. These new developments have 
their usefulness due to “downtown” 
city parking difficulties. These shop- 
ping centers will continue to be pa- 
tronized by people living in their 
neighborhoods. 

Many people who are now driving 
some miles to reach a new shopping 
center may soon get tired of it. Too 
many accidents are happening on the 
way to and from the shopping center. 
But this is not all. Owing to the high 


rents and high wage-scales of the new 
shopping center stores, they must 
charge more for their merchandise 
than do the downtown city stores. Be- 
sides, the stocks of the latter are 
larger. Therefore, no downtown mer- 
chant should sign up for a new shop- 
ping center too hastily. 

In every city I visited there is pres- 
sure to expand the areas zoned for 
business. These local fights are a 
headache to the city officials. Those 
outside the areas are anxious for the 
“business zones” to be increased; but 
after getting into such a zone, these 


never materialize because neither 
strong leases nor adequate mortgage 
funds will be available to them. Prob- 
ably only one out of every eight or 
ten centers planned is actually built. 
Of the centers that have been com- 
pleted, statistics will show that the 
vast majority have been highly suc- 
cessful operations, while only an in- 
significant percentage have encoun- 
tered financial problems. The average 
of sales and profits compare favor- 
ably with downtown retail districts 
in their respective communities. 
Every large department store on 


State street in Chicago now has 
outlying and shopping center 


b-anches that are doing well, and 
most of these stores are contemplat- 
ing additional facilities of this type. 

Basically, this is due to the old 
merchandising principle of “giving 
the lady what she wants,” and of 
considering the customer first and 
making it as convenient as possible 
to shop. 

While State st. will alwavs remain 
what it is today, the greatest shop- 
ping market on the face of the earth, 
and while the suburban housewife 
will journey downtown to buy such 
“big ticket” items as furs, jewelry, 
pianos and furniture, it is my belief 
that the bulk of State st.’s future 
business will come from residents of 
the city proper and from transients. 

Thousands of families in suburban 
areas will increasingly satisfy their 
day-to-day requirements at nearby 
drive-in shopping centers. 


same people are selfishly fighting to 
keep others out. 

As a result of this pressure, the 
price of residential property near a 
business zone gradually rises. It soon 
becomes so expensive that residential 
building thereon is retarded. This is 
bad for the city. A growing city needs 
active real estate developers, who 
should be encouraged. Some day this 
“fringe land” will be zoned for busi- 
ness. Therefore, it is now usually a 
good real estate speculation.—Roger 
W. Babson in the Commercial © 
Financial Chronicle. 
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' "f invite inquiries 


regarding mortgages 


in California and Hawaii. 


4,668 mortgages, totaling 
$55,918,990, arranged by 
these offices since May, 1954. 
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U. S. economy cannot stand contin- 
ued construction of centers at the 
present pace is Arthur Rubloff of 
Chicago, developer of Evergreen 
Plaza in that city. As he puts it: 
“For the most part, builders and de- 
velopers of shopping centers are naive 
oc ignorant of the tremendous hazards 
that are inherent in this type 
of development . . . For every center 
that succeeds, it is conservative to 
state that 50 will fail . . . We do not 
need more stores in this country 
what we need is better stores. We 
have never been so over-stored as 
we are today, and the situation is 
becoming acute The insurance 
companies have just gone crazy in 
lending to these centers. It doesn’t 
seem to bother them that they own a 
lot of downtown real estate that may 
There’s only 
so much purchasing power in the 


suffer as a result 


nation, and the more centers we build, 
the more ways it must be divided.” 


Others, while less disturbed than 
Mr. Rubloff, sympathize with his 
general thesis. This summer, Dr. 
Homer Hoyt, an economist writing 
in Urban Land, a publication of a 
non-profit research organization, the 
Urban Land Institute, warned of a 
“very definite danger that too many 
small shopping centers will be at- 
ternped by promoters and builders.” 
And, says Sol Atlas, builder of the 
Cross County Center at Yonkers, 
N. Y.: “Every Tom, Dick and Harry 
is trying to get into the business now. 
Out on Long Island, they’re just 
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going crazy.” He blames a lack of 
restraint among some insurance com- 
panies and municipalities, as well as 
over eager promoters. “If things keep 
on as they’re going now,” Mr. Atlas 
warns, “there could be a debacle.” 


Often cited by the pessimists are 
whole galaxies of centers in and 
around Detroit, Milwaukee, Minne- 
apolis, Boston, Cleveland, Columbus 
and Pittsburgh. Some put the two 
proposed giants in Bergen County 
in the same category, although others 
think the market there is large enough 
to support both. But whatever the 
disagreement in detail, everyone with 
shopping center experience flies the 
red flag over one aspect or another 
of today’s construction epidemic. 

Says one consultant: “You can 
prove easily enough, on the basis of 
the expected 60 million increase in 
U. S. population in the next 20 years, 
that we’re going to need an awful 
lot of shopping centers just to hold 
our own retailing. The need is tre- 
mendous, and it’s legitimate. But just 
because there is such an enormous 
need, and such a clearcut invitation 
to the entrepreneur, it’s obvious we’re 
going to have overbuilding, and that 
some centers are bound to be poorly 
conceived, poorly located, and poorly 
constructed.” 

This does not mean, of course, that 
there is no room in a fast-expanding 
America for more projects of this 
kind. But the man who wants to 
develop one today obviously faces 
a more demanding task than formerly. 
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It calls tor the most caretul advance 
studies of population trends and pur- 
chasing power, of access roads, of 
retail outlets within a wide radius, 
and of potential competition as well. 
It requires thoughtful planning of 
the physical facilities, to provide not 
only adequate parking space, but 
accessibility to all stores with a mini- 
mum of walking. More and more, 
it necessitates hiring specialists to 
handle many of the chores involved— 
making the preliminary surveys; ar- 
ranging the leases with an eye to 
securing the best possible cross-section 
of tenants; promoting the center as 
a whole and creating a working unity 
among its merchants. “A real shop- 
ping center,” observes George War- 
necke, “should operate as smoothly 
as the several departments of a single 
store, with the various merchants cor- 
responding to the department heads.” 


Just as a few lessons about the 
planning and operating of a center 
are being learned these days, so are 
others about its financing. Some lend- 
ing institutions have taken a pretty 
cautious attitude toward shopping 
centers from the start. Metropolitan 
Life Insurance Co., for example, while 
professing an interest in such invest- 
ments, thus far has not been able to 
come to terms with any prospective 
borrower. Several other insurance 
firms feel that they are not equipped 
to venture into loans in this field. 
Others, like Massachusetts Mutual, 
Aetna Life and John Hancock, are 
quite active in it. The pioneer, 
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though, is Equitable, which now has 
some $50 million committed to shop- 
ping centers across the country, in- 
cluding Shoppers World, and is op- 
timistic even about that one. Because 
of its long-continued interest in mort- 
gages of this type, Equitable gets to 
see almost every major center that is 
built nowadays. It is not, however, 
rushing to make any further commit- 
ments. 

“We’ve learned a good deal over 
the past ten years,” reminisces Vice- 
President Glenn McHugh. “Even if 
we should take an eventual loss at 
Framingham, it will be offset by prof- 
its on other ventures in which we’ve 
put to some use some of the lessons 
driven home to us there. In any 
case, we think it’s a good thing Fram- 
ingham happened, because it forced 
a lot of people to take a second look 
at what they are rushing into.” 

Equitable, which lent Mr. Rawls 
nearly 75 per cent of the $7 million 
construction cost of Shoppers World, 
today rarely goes above 60 per cent 
in its mortgage loans to developers. 
It insists on long-term (15- or 20- 
year) leases with tenants of national 


reputation like Woolworth, Penney,- 


and Grant, and it is happiest if a 
big department store will step in and 
apply its own merchandising know- 
how to the running of the show. The 
company is also more hard-boiled 
than it used to be about making sure 
that the guaranteed revenue from the 
prime tenants will be more than 
enough to pay its interest and amorti- 
zation charges. 


Al your 


“There is no reason,” says Mr. Mc- 
Hugh, “to give away sites even to 
the most desirable tenants, just to 
lure them in. Rates per square foot 
should not be much below those 
prevailing in downtown areas. In 
fact, that’s perhaps the best measure 
of the merit of any center — the 
willingness of good tenants to come 
in on a lease with a high minimum 
rate. That gives it, in effect, their 
vote of confidence.” 


Not all shopping center money, of 
course, comes from insurance com- 
panies. Private funds go into them, 
too. As noted, George Warnecke has 
financed a score or more, and owns 
a few outright. And even in the 
wake of the unhappy experience at 
Princeton, it is his considered view 
that “if a shopping center is soundly 
conceived, it is one of the best invest- 
ments in the world.” He agrees that 
the promoter of a million-dollar proj- 
ect usually wants to borrow $990,000, 
and limit his own contribution to 
time and energy. But the Warnecke 
firm insists on more than that. Gen- 
erally speaking, it requires him to put 
up 20 per cent of the overall cost, 
either personally or through some 
secondary financing. 

Mr. Warnecke that the 


shopping center at the moment is in 


observes 
a transition toward greater 
ability, similar to that the motel has 
made. It has suffered in the past, he 
thinks, more from inexperienced de- 


respect- 


velopers than from any other single 


He still has high hopes of 


factor. 
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making Princeton into a_ profitable 
enterprise, if he wins the legal battle 
to take title. And he admits he is 
actively looking for other centers to 
buy—those that are now in financial 
trouble, or are just not doing as well 
a; expected. It is his view, in short, 
tat the shopping center has been 
around long enough so that it’s about 
ready, under good management, for 
a second lease on life. 

Allied Stores’ Earl Puckett, too, 
who is placing a quarter-billion dollar 
bet on the shopping center, observes 
optimistically that the whole boom 
in them is only a reflection of the 
nation’s headlong growth. “It may 
be awkward for parents,” he concedes, 
“when their children outgrow their 
shoes and their clothes, but it would 
be awful if they didn’t.” Personally, 
he thinks that, while many centers of 
intermediate size will suffer greatly 
from ever-mounting competition, most 
of the community and regional ones 
are economically justified. 

Finally, a good many observers con- 
tend that today’s over-building is 
much in the talking and planning 
stage than in actual construction. And 
it is undeniable that, just as not every- 
body talking about heaven is going 
there, so not everybody talking about 
shopping centers will really build one, 
either. And that, clearly, is just as 
well. For the shopping center, it is 
now evident, while still a potentially 
rewarding venture, is no longer the 
sure thing in retailing it once seemed 


to be. 
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see) liticewua-aie RICO 


By FERD KRAMER 


Prosperity today probably is more world-wide than it has been in centuries but there are 


degrees of prosperity. One place close to home where prosperity is particularly noticeable 


is in Puerto Rico. The economic progress that has been recorded in that Caribbean island is 


startling, as Mr. Kramer tells in this report. One of the most conspicuous evidences of this 


advance is the high rate of housing construction going on there 





it’s one place where no one is 


worrying about over-building. Mr. Kramer is president of Draper & Kramer, Inc. of 


Chicago and a member of the MBA Board of Governors. 


N Puerto Rico recently an adver- 
| tisement appeared in a newspape! 
announcing that 1,000 homes were 
to be built. This single advertisement 
resulted in the sale of 1,000 homes be- 
fore ground had been broken. This 
was not an unusual housing project, 
and the immediate sellout did not oc- 
casion any great surprise in Puerto 
Rico. 

But this may be a somewhat start- 
ling news item to those on the Con- 
tinent who are concerned with the 
problem of over-building when con- 
sidering where mortgage money can 
be invested safely. There are some 
signs of over-building in certain por- 
tions of the United States, and in 
other sections the supply of homes is 


approaching a balance with demand. 

This is not true in Puerto Rico, 
where the shortage of housing is un- 
matched even by the shortage in the 
continental United States during the 
years immediately following World 
War II, and the demand for homes 
comes from families with steady jobs 
in industries or service establishments. 

A few years ago, most economists 
looked upon Puerto Rico as a land 
with too many people and too few 
natural resources, an _ agricultural 
economy doomed to a continuing low 
standard of living. It was an economy 
based upon sugar and rum. The 
transformation began in 1942-43; and 
today Puerto Rico, sparked by the in- 
vestment of well over $100,000,000 in 
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new industries, is economically thriv- 
ing. The standard of living is advanc- 
ing rapidly. 

The advent of the air age is a 
major factor in this upsurge. San 
Juan, Puerto Rico is now only four 
hours from Miami and five and a 
half hours from New York City. In 
1954 there were 550,000 passengers 
carried to and from Puerto Rico com- 
pared to 35,000 in 1940. Puerto Rico 
is as close, timewise, to the financial 
centers of the East as many of the in- 
dustrial areas in the South. Today 
the “over-supply” of people has be- 
come a big asset to the industrializa- 
tion of Puerto Rico in the form of a 
readily available labor supply. 

Visitors returning to Puerto Rico 
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today after an absence of four or five 
years are astounded. San Juan, for 
example, today looks like many other 
thriving southern continental cities 
rather than like a sleepy Caribbean 
community. 

After the airplane, one of the truly 
major factors contributing to the tre- 
mendous upsurge in the economy is 
the contribution made by Rex Tug- 
well. He succeeded in attracting a 
number of extremely intelligent, hard- 
working young men into key govern- 
mental jobs in Puerto Rico. Tugwell 
will go down in history as one of the 
real benefactors of Puerto Rico. 
trek of 
Puerto 


Rico in the last five or six years to 


been a great 
men to 


has 
business 


There 
American 


look over the possibilities for plant 
expansion. Almost without exception 
these men come away with a remark- 
ably high opinion of the individuals 
whom they meet in the key govern- 
mental posts. They agree that these 
officials are dedicated individuals who 
could make their way in almost any 
line of endeavor, comparing very 
favorably in competence with bureau 
heads in the best administered states 
in the Union. 

This is a fair comparison because 
Puerto Rico is virtually a state. Puerto 
Ricans became United States citizens 
in 1918. The Puerto Ricans elect 
their own governor just as we do and 
they have a_ two-house legislature. 
The only right that a citizen on the 
Continent has that a citizen in Puerto 
Rico does not have is the right to vote 
for a United States President or Con- 
And, incidentally, they 
take the right to vote more seriously 


gressman. 


than we do. Seventy-five per cent of 
those registered vote in the average 
election. 

The industrial expansion on the 
Island has been the prime cause for 
the large demand for housing, and 
this expansion is accelerating. The 
ample labor supply, easily trainable 
for factory operations, is one vital as- 
set. Wages are lower than in the Con- 
tinental United States. There is also 
an extremely liberal tax exemption 
plan which completely exempts in- 
dustries acceptable to the Puerto 
Rican government from all income 
taxes for a period of ten years. Hun- 
dreds of new industries have built 
plants during the last few years, and 
more are being added each month. 





The stimulation of industrial de- 
velopment was begun during the 
1940’s with the formation of the 


Puerto Rico Industrial Development 
Company. This organization put up 
plants and operated them. These 
early plants included the manufactur- 
ing of cement, clay products, bottle 
manufacturers, shoes, etc. By 1950 











To satisfy the need for power, a 
Water Resources Authority was cre- 
ated to develop electric plants. A 
$15,000,000 capital was granted to 
the Authority which then sold bonds 
for over $100,000,000. Puerto Rican 
bonds have an excellent record. There 
has never been a default. 

The re- 


new industrialization has 








Housing costs are considerably less in Puerto Rico than they are here but, 
as these illustrations show, a good quality of construction is being built. Most 
present-day housing is easily expandable because Puerto Ricans, with large 
families, consider a three-bedroom house almost a minimum requirement. 





most of these plants were sold to pri- 
vate industries for approximately 
$10,500,000. 

The Government Development 
Bank for Puerto Rico was created to 
give long-term credit where private 
financing was not available and this 
bank also acts as fiscal agent to the 
Government. Capital is $30,000,000. 
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sulted in a great migration of agri- 
cultural workers from the sugar plan- 
tations in the rural areas to the cities 
to take jobs which pay them more 
than they ever dreamed of earning. 
When these people come to cities such 
as San Juan, Ponce and Mayaguez, 
they find that there is virtually no 
housing available to them. In the 
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past, this has led to the creation of 
prodigious slums, where the migrants 
became little more than squatters. 
They build “houses” out of sign 
boards, tin cans, cardboard, and old 
boxes—anything to have a roof over 
their heads—in order to take advan- 
tage of the new job opportunities. 

The Government has done an ex- 
cellent job in clearing much of this 
vast slum area and providing public 
housing for those who cannot afford 
to pay an economic rent. The Gov- 
ernment has also done a fine job in 
encouraging and stimulating private 
construction for the increasing num- 
bers of families which can pay for 
their own housing. 

There are excellent local builders 
and there have been a number of 
fine projects built ranging from a few 
hundred to several thousand houses. 
As a matter of fact, they are offering 
more house for the money than I have 
seen almost anywhere. Houses have 
been built with three bedrooms of 
monolithic concrete construction that 
are vermin-proof and hurricane-proof 
for $6,000. These homes are sold be- 
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fore they are ever built and the de- 
mand is not even close to being satis- 
hed at this point. 

Those responsible for housing in 
the Government in Puerto Rico feel 
that there is a place for public hous- 
ing, but they believe that most of the 
housing can be taken care of by pri- 
vate capital. They are, therefore, now 
experimenting with an idea for self- 
help projects where groups of home 
purchasers band together, and with 
supervision supplied by the Govern- 
ment, actually build a large part of 
their own home. In this way there is 
the hope that a two-bedroom house 
can be provided for somewhere be- 
tween $3,000 and $4,000. These 
houses are to be so designed that they 
can be easily expandable. Puerto 
Rican families are large families and 
a three-bedroom house is almost the 
minimum requirement. 

One factor that is of extreme inter- 
est to the mortgage man is the pride 
that Puerto Ricans take in their 
homes and the amount of their own 
labor they are willing to put into their 
homes. This trait of the Puerto Rican 
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people has lead to the self-help proj- 
ect experiment. 

It is interesting to go through an 
area where $4,000 concrete houses 
were built five or six years ago. These 
were extremely plain box like houses, 
and as one drives up one street and 
down another, it is difficult to realize 
that all of the houses on the street 
at one time looked exactly alike. To- 
day bedrooms, porches, concrete fences, 
carports, and gardens have been 
added; so that instead of having 
$4,000 houses, they are now worth 
anywhere from $5,000 to $8,000. All 
the work on these improvements was 
actually done by the owner-occupant, 
his family, and possibly some relatives. 


Another factor of great interest to 
the mortgage man is the payment rec- 
ord of home owners in Puerto Rico on 
their mortgage loans. There have 
been a total of $131,000,000 in FHA 
loans made. FHA reports that Puerto 
Rico rates seventh among all of the 
states in the Union in the low per- 
centage of foreclosures. A Puerto 
Rican who gets a decent house hangs 
on to it with great tenacity. 
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The Government of Puerto Rico is 
going all out to make the urban areas 
attractive for industrial and residen- 
tial development. Large expenditures 
are being made for schools, roads, rec- 
reation areas, and utilities. 


Today there are 500,000 children 
in the public schools and 50,000 in 
the parochial schools. There are 
13,000 students at the University of 
Puerto Rico. Education is compulsory. 
Literacy today is 80 per cent com- 
pared to 22 per cent in 1915. 


Puerto Ricans have been exposed 
to a modern economy, higher educa- 
tion in engineering and economics, 
and have gone all out to Americanize 
themselves. They have modern, ef- 
ficient business methods. Although 
Spanish is the principal language 
spoken, the general philosophy of the 
country is the same as that of the 
continental United States. It is a 
great link between South America and 
North America. Thousands of stu- 
dents from South America—even Asia 
—come to Puerto Rico to learn how 
the United States modern economy 
works in an area with a Latin Ameri- 
can background. They can visualize 





it much better in Puerto Rico than 
they possibly could in the United 
States. Thus, it is a training ground 
for those who will develop South 
American and Central American 
countries. 


On first glance it may be hard to 
reconcile many of the conditions that 
have been stated above with the fact 
that funds for mortgage investment in 
Puerto Rico are extremely limited. I 
believe this is due primarily to the 
fact that most mortgage bankers and 
insurance executives think of Puerto 
Rico as a backward, tropical island 
with primarily an agricultural eco- 
nomic base. They also think of it in 
the same terms that they think of 
some Central American countries 
where there have been numerous rev- 
olutions. The Government of Puerto 
Rico is an extremely stable one. The 
Independence party polls an ex- 
tremely low minority of the votes and 
no responsible person that I have ever 
talked to considers it a threat. As a 
matter of fact, the vast majority of 
Puerto Ricans are extremely proud 
of the fact that they are American 
citizens. They are proud of their 


participation in the Armed Forces of 
the United States and the whole at- 
mosphere of the country is American 
rather than Caribbean. 


It appears that the industrial de- 
velopment and urbanization of Puerto 
Rico has just begun. There is little 
reason why the next ten years should 
not see even more startling advances 
than those which have been made 
during the last decade. 


»> CHANGING TIMES: The pat- 
tern of home ownership in the U. S. 
tends to vary in different types of 
communities. Sixty-nine per cent of 
families living in small towns and 
rural areas are home owners, whereas 
only 46 per cent of families in larger 
metropolitan centers enjoy home 
ownership . . . The trend in the past 
five years has been toward single- 
family homes. In 1954 close to 90 
per cent or 1,078,000 private houses 
started were one-family structures, a 
big increase over 1949 when 75 per 
cent of total construction was for 
single-family units, and almost 20 per 
cent for multi-family dwellings .. . 
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REAT BRITAIN has two sys- 
G tems of mortgage insurance or 
guarantee. The first is entirely private 
in nature, without government par- 
ticipation or underwriting of any sort. 
The second is one in which a substan- 
tial part of the loss is underwritten by 
the Treasury. In addition, there is a 
third system, not being currently used, 
which involves a guarantee fund sub- 
scribed by builders. 

These three systems are: 
>> The Private Mortgage Insurance 
System: Since the end of World 
War II, a number of assurance (i.e., 
casualty insurance ) companies in Eng- 
land have entered into arrangements 
with the building societies (i.e., sav- 
ings and loan association to us) under 
which the assurance company agrees 
to indemnify the building society, in 
case of a sale of the mortgaged prop- 
erty following the default of a 90 per 
cent mortgage, for all loss up to the 
amount of the difference between a 
90 per cent and a normal 75 to 80 
per cent loan-to-value ratio. 
The plan may be summarized as 
follows: 
Maximum Terms 
Basic advance at 
building society’s 
risk ... 15 to 80% 
Total advance .... 90% 
Excess advance 
and amount of 
policy for calcu- 
lating the 
premium) ..... 10 to 15% 
Premium (normal) 
paid by 
borrower 7%2% of amount 
of excess 
advance 
paid by 


borrower ) 


The assurance company issues its 
policy, which applies to individual 
private houses for owner-occupancy 
up to a value of £3,350 (approxi- 
mately $9,400), on the application of 
a building society made at the request 
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of the borrower. The national gov- 
ernment apparently does not enter 
into this plan in any way beyond 
its normal supervisory function and 
its practice of holding institutions ac- 
countable for responsible operations. 


The interest rate and maturity are 
what would be normal on an un- 
guaranteed loan, and are established, 
without government interference, on 
agreement among mortgagee, mort- 
gagor and insurer. The guarantee is 
paid in cash on determination of the 
loss following the foreclosure sale. It 
expires when the outstanding balance 
has been reduced to 45 per cent of 
the purchase price or of the original 
valuation, whichever is less. 

The plan is understood to be in 
wide use. For example, the Abbey 
National Building Society (either first 
or second in size of all such institu- 
tions) reports that 35 to 40 per cent 
of its mortgages are being made with 
a mortgage guarantee policy. 


>> The Government Mortgage Guar- 
antee Plan: In order to make home 
ownership more widely available and 
to reduce the demand for subsidized 
rental housing, the British Govern- 
ment (as of May 1954, and initially 
applicable to England and Wales) 
introduced a mortgage guarantee 
plan, based on certain authority in 
the British Housing Act of 1949. 

The plan has two parts: Scheme A 
applicable to all owner-occupied 
dwellings) permits a mortgage loan 
of 90 per cent where the value or 
purchase price (whichever is less) 
does not exceed £2,500; Scheme B 
applicable only to relatively new 
houses—those built after 1918) per- 
mits a loan of 95 per cent where 
value or purchase price does not 
exceed £2,000. 

The plan provides that the local 
authority (municipal or county gov- 
ernment) will guarantee two-thirds 
of the amount of the loan that is in 
excess of the advance that would 
normally be made by the building 





How Great Britain | 





Insures Mortgages 


As is true in most Western countries, Great Britain has been doing a great amount of new 


building, and a good part of it is public housing. Easy credit has played a part, but not 


necessarily as large a part as it has in this country. Not long ago the government 


clamped down on consumer credit but has not instituted similar restrictions on housing credit. 


One reason, no doubt, is that such a large amount of housing financing is already being supplied by the 


government. In London, particularly in the East End, some huge public housing projects 


are being built—so vast that, it is said, similar projects here seem small by comparison. 


And there is a system of mortgage insurance in Great Britain. It’s considerably different than our 


own and, to most people, probably seems cumbersome. Mr. Colean describes what 


the insurance and guaranty methods are and how they work. 


society. These normal advances are 
estimated to be 70 per cent in case 
of Scheme A and 6624 per cent in 
case of Scheme B, so that the guaran- 
tee under Scheme A would cover 20 
per cent of value, and under Scheme 
B, 2814 per cent. These details are 
summarized in the tabulation shown 
on this page. 

The guarantee of the excess ad- 
vance is in effect thus in three parts: 
one to the local authority, one to the 
national government, and one to the 
building society itself. 

In case of foreclosure, the local 
and national governments together 
pay two-thirds of any loss up to the 
stipulated amount of their joint guar- 
antee, while the building society car- 
ries all remaining loss. 

As the loan is amortized, the 
amount subject to guarantee is pro- 
gressively reduced and is terminated 
altogether when the loan has been 
paid down to 60 per cent of the 
value for Scheme A and 50 per cent 
for Scheme B. 

Loans so guaranteed carry a matur- 
ity of not more than 25 years and an 
interest rate not in excess of 4% per 
cent, although the rate may be subject 


By MILES L. COLEAN 


to an Interest Variation Clause per- 
mitting subsequent adjustment in case 
of a change in the general rate struc- 
ture. 

The building society’s valuation of 
the property is accepted as the basis 
of the guarantee contract, and its 
certificate of this valuation forms part 
of its application for such a contract. 

The building society is responsible 
for investigating title, and no part 


of a loss arising from defect in title 
falls on either the local or national 
government. 

If any collateral security, such as 
an endowment insurance policy, is 
offered by the borrower, such col- 
lateral must be realized before loss 
under the guarantee is calculated and 
apportioned. 

Necessary and proper foreclosure 
expenses are deductible from the pro- 





ever is the lower, must not exceed. 
Maximum advance by building 

society 
Normal advance by building society. 
Release figure (i.e., 


Purchase price or valuation, which- 


guarantee by 





local authority at an end when 
principal outstanding falls to the 
specified percentage of purchase 
price or valuation, whichever is 
the lower) 
Maximum period of repayment. . .. 
Rate of interest to be charged..... 


Scheme B 
(confined to 
dwellings built 
after 1918) 


Scheme A 
(applicable to 
all dwellings ) 
£ 2,500 £ 2,000 
90 per cent 
70 per cent 


95 per cent 
6624 per cent 


60 per cent 
25 years 
4% per cent 


50 per cent 
25 years 
4% per cent 
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ceeds of the sale before calculating 
and apportioning the loss.* 


There is no insurance premium or 
reserve fund in connection with this 
plan, the losses to local authorities 
and national government being a di- 
rect liability of the Treasury, since 
the local authority’s share is under- 
written by the national government. 


In its issue of May 7, 1955, the 
London Economist commented on the 
first year’s operation of the govern- 
ment plan as follows: 


“In fact, building societies have 
been accustomed to advance substan- 
tially higher proportions of the valua- 
tions of such small houses (than the 
plan assumes), and they were in effect 
relieved of part of their normal risk. 
rhe plan was designed to encourage 
the householder of slender means to 
become an unsubsidized owner- 
occupier instead of a subsidized coun- 
cil tenant; not every authority has 
adopted it, nor has it worked wholly 
without friction. Standing stiffly on 
the confidential nature of their sur- 
veyors’ reports the societies have re- 
fused to let the local authorities see 
those documents even when they are 
sharing in the risk. Over 900 au- 
thorities well over half the total 
housing authorities in the country 
are working the two (government 
guarantee) schemes but figures of 
business under them are not yet avail- 
able. It is nothing more than a guess 
that about £30 million of mortgages a 
year are being done in terms of those 
schemes. Some of this business would 
presumably have been done with the 
aid of insurance policies if the Gov- 
ernment scheme had not been de- 


vised.” 


>> The Builders Pool, or Continuing 
Arrangements Plan: Shortly before 
World War II, the British govern- 
ment provided for the creation of 
a fund, for the purpose of insuring 
losses on loans up to 95 per cent of 
value, out of deposits made by op- 
erative builders. The deposit, in re- 


*All over Europe, where many live in 100-year-old 
houses and some in 700-year-old houses, a housing 
boom is under way. Europeans built a record 3.3 
million dwellings last year and Europe’s population 
is double what it was a century ago 


Last year, for the first time since the war, the 
rate of house-building overtook the bare needs of 
replacement and population growth. The fastest- 
building countries were Norway 10.5 units per 
1,000 pop and West Germany (10.2) Slowest 
were Czechoslovakia (2.2) and East Germany (2.3). 


spect to the builder’s tirst 5 cases, 
would be the amount of the difference 
between 95 per cent and the normal 
75 to 80 per cent loan-to-value ratio 
or 15 per cent of the purchase price, 
whichever was less; and in respect 
to subsequent cases, an amount equal 
to one third of the difference between 
the excess and the normal loan-to- 
value ratio. 


This plan never has had a real 
trial, since the restrictions of the 
World War came before it could get 
into effective operation. Since the 
War, the new guarantee plans have 
been offered, which impose no special 
burden on the builder. The builders 
pool plan, therefore, is in a state of 
suspended animation, if not actually 
dead. 





POWER STEERING for 
MORTGAGE BANKERS =~ 


York Records reduce effort, 


speed operations, 


provide closer control. 








York Records, as up-to-date as power steering and 


power brakes, now provide a modern proved method 


which eliminates the need for tedious copying of 


Amortization Schedules. They offer a standard record 


sheet for any denomination or type of loan . . . the only 


pre-posted record guaranteed to adhere to F.H.A. 


Amortization Schedules. 


The following booklets give you full information. Check 
the ones you need, clip this ad to your letterhead and 


mail NOW! 


FREE—‘‘Aspirin for the Mortgage Bankers’ Eternal Head- 
ache". . . the story of York Records and Schedules. 


FREE—*‘A Revolution in Mortgage Accounting” . . . a resume 
of Single Debit, Single Credit Controlled Accounting Systems. 


Single Debit Mortgage Accounting Procedures, Price $1.00. 


{ ] Single Credit Mortgage Accounting Procedures, Price $1.00. 


YORK TABULATING SERVICE INC. 


225 East Clarke Avenue 


York 2, Penna. 
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Great Britain’s Strangle Hold on Housing 


OR a century, Britain has been 

afflicted with wretched taste in 
architecture and shoddy building. 
From the damp half-brick row houses 
of industrial towns to the silly semi- 
detached suburban villa, private 
building has been deplorable; and so 
the reconstitution of British housing 
passed into the hands of the state by 
default. 

Until building had become virtu- 
ally a state monopoly, many people 
hardly reflected that the taste and 
technique of the state must be de- 
rived from the same sources as pri- 
vate taste and technique, except that 
where private building allowed occa- 
sional exceptions of good taste, state 
monopoly insures that bad taste must 
be universal. In the past year or two, 
council-house design has improved 
here or there, but decent building re- 
mains the surprising phenomenon, and 
the country already is covered with 
collective hideousness from which it 
will not escape until these sprawling 
housing-estates tumble down. 

Many of the council-houses are 
badly built, not only because the 
planners yielded to a demand for 
housing in a hurry, but because their 
plans rested upon the naive assump- 
tion that the Welfare State can afford 
to rebuild in every generation, as the 
British public supposes the Ameri- 
cans do. This delusion is passing as 
the austere future of Britain becomes 
clear to the most optimistic planners; 


but the hasty building is accom- 
plished. 
Ever since 1914, and especially 


since 1939, private building has been 
difficult or impossible, and even the 
repair of privately-owned houses has 


been terribly handicapped. 


The landlord has suffered more 
from the times than any other seg- 
ment of British society. Despite the 
increase of prices, despite the depre- 
ciation of housing during World War 
II and the urgent need for repair, 
some four million houses still have 
their rents fixed with reference to 
the levels of 1914; in some cases, a 
ridiculously insufficient adjustment of 
this level has been permitted. The 
rest are fixed upon the basis of 1939; 


and costs of repair have risen 175 
per cent since 1939 alone. 

Even when the landlord could find 
the money to repair, he had diffi- 
culty obtaining permission for the 
work; priority was given to building 
council-houses. By this time, many 
property-owners have been so impov- 
erished by the fixing of their rents 
at nominal figures and by taxation on 
“unearned” income that they cannot 
afford to repair. Since 1914, then, a 
progressive deterioration of private 
houses has paralleled the rise of state- 
built homes; indeed, it has kept pace 
with the housing-schemes since 1939, 
so that despite the number of council- 
houses erected, the housing shortage 
i3 as urgent as before: private houses 
fall into ruin as rapidly as council- 
houses are completed. 

This is in part the consequence of 
stupidity in public policy; in part, 
also, of a calculated hostility toward 
private property which dominates 
socialist thought. 

Temptation to profit from public 
munificence is too great for people to 
resist, even the British. 

If these new houses monoto- 
nous and impersonal and held upon 
a precarious tenure, still rents are 
kept low by state subsidies. If the 
houses are badly built, still they will 
last the time of the present occu- 
pants, and then the state will build 
others for their children — perhaps. 
The idea that a tenant ought to pay 
a rent sufficient for the upkeep of his 
house is trickling away. Thus Britain 
experiences continual agitation for 
more council-houses, and as the new 
houses are paid for out of public 
funds, the private householder and 
ratepayer is becoming a vanishing 
Englishman, taxed to provide the 
means of his own extinction. 


are 


A great part of the cost of re- 
housing the nation is borne by the 
unfortunate investor in private hous- 
ing, who subsidizes the New Towns 
and the council-houses by the en- 
forced neglect of his own property. 
Most such investors, especially in 
Britain, are not rich people; they are 
men and women, often elderly, who 
have put their life-savings into this 


tangible and formerly secure sort of 
investment, and who are now ground 
between the upper millstone of tax- 
ation and the lower millstone of rents 
fixed at the levels of 1914. 


It is quite common for some old 
woman who owns three or four cot- 
tages to have to keep a roof over the 
heads of tenants with incomes much 
larger than her own—and that out 
of whatever private resources she re- 
tains, her rents not even meeting the 
cost of repairs. 

Yet it is not too late to save pri- 
vate dwelling-houses in Britain pro- 
vided the government can find cour- 
age to take up the problem boldly 
and to explain it candidly to a con- 
fused public. 

Quite possibly the present Con- 
servative government, heartened by 
its return to office, may be sufficiently 
resolute for this task. For the most 
part, however, the policy of the Con- 
servative party since its initial vic- 
tory over the Socialists has been 
simply to outbid the Socialists in 
programs of state housing; one of the 
first acts of the Conservatives, on 
taking office nearly four years ago, 
was to increase the housing subsidies 
in Chancellor of the Exchequer But- 
ler’s budget. 

The Conservatives have said little 
enough, recently, about their concept 
of a “property-owning democracy”; 
yet without some such general idea, 
the collectivism of the New Town 
must supplant the variety and com- 
plexity of the old voluntary organi- 
zation of British communities. De- 
spite the considerable scale of some 
recent American slum-clearance and 
housing projects, the dominant aim 
of most American home-building 
agencies has been private ownership; 
and, in a time when the tendency 
throughout most of the world was 
quite the contrary, private ownership 
of houses in America increased 
greatly during the past 20 years. In 
Britain, however, collectivism of do- 
mestic life has swept on almost unim- 
peded. 

—Russell Kirk in 


The Wall Street Journal 
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Correspondents Often “Too Anxious” 


The investors set minimum standards after long and care- 


jul investigation; but correspondents, in their anxiety 


to place loans, often cause themselves lots of headaches 


by ignoring the requirements which the investors have set. 


HE functions of a mortgage cor- 

respondent include the procuring, 
processing, closing and servicing ol 
loans for its principals. The motivat- 
ing factor of such a relationship is 
certainly one of continued profitable 
earnings, reflected through efficiency 
in all operations. Troublesome or 
potential delinquent loans cannot al- 
ways be anticipated, but proper initial 
credit underwriting will certainly re- 
duce the number of future collection 
problems, thereby reducing servicing 
costs. Remembe1 delinquent loans 
are costly loans! 


After long research and study, pru- 
dent lenders have established mini- 
mum credit requirements covering 
residential loans. Unfortunately such 
standard are quite often ignored or 
misinterpreted by the mortgage cor- 
respondent in their anxiety to “place 
the loan.” 

Costly “reject” applications could 
be substantially reduced if the cor- 
respondent would properly apply the 
following basic credit rules: 


>»? The stability of effective income, 
type and length of employment of 
applicant shall be a determining fac- 
tor in underwriting all residential type 


loans. 


>> Comparison of current credit re- 
port and employment verification 
with the application. 


>> Reduce disclosed income of appli- 
cant to basic forty-hour weekly wage, 
knowing that few lenders give credit 
to overtime or bonuses. 


>> Offer a five-year employment rec- 
ord if available, which may assist 
in determining the applicant’s work 
habits and progress. 


2»? The term of the loan should bear 
a proper relation to the applicant’s 


age. 


>> What credit (if any) should be 
given the wife’s employment income. 


>> Is the applicant’s basic income 
sufficient to properly carry the mort- 
gage debt service plus an established 
allowance for property maintenance, 
federal and local income taxes, and 


any other installment loan payments. 


Residential property standards as 
established by the lender should be 
reviewed frequently by the corre- 
spondent. While exceptions as to lo- 
cation, architecture, construction, lay- 
out or utilities may occasionally be 
made by a lender, remember that 
exceptions do not necessarily become 
the rule. Continued requests for ex- 
ceptions are generally followed by 
“reject” letters. 

Applications properly underwritten 
by the mortgage correspondent repre- 
sent potential “approved” loans, which 
will probably reflect in profitable serv- 
icing income. 

The relationship of a mortgage 
correspondent to a principal (or vice 
versa) should be one of close harmony 
and confidence, with a continuous 
effort being exerted toward improving 
the many complex operations. 

Proper underwriting is one of the 
first steps towards building confidence. 





RAYMOND HOLLAND 


President 


Houston Club Building 
P. O. Box 3085 


Houston 1, Texas 





A Company strong enough and 
with the long experience necessary to be 


“A MORTGAGE MAN’S COMPANY” 





THOMAS B. LAYTON 


Executive Vice-President 


Inquiries invited 
regarding attractive 
General Agency Contracts 
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Says “Keep After Your Investors” 


4 significant change in correspondent operations over the past five 


years has been the vacillating lending policies of the investors; to 


get their share of investment funds, correspondents who have done 


the best have “kept right after” investors, says this correspondent. 


VER the past four or five years 

I have noticed a marked dif- 
ference in the operation of a mortgage 
loan correspondency. This, I think, is 
due to the lack of a real investment 
policy on the part of the life com- 
panies and savings banks. 

Prior to 1950, the correspondent 
knew approximately how much money 
he could expect from an investor and 
the approximate price the investor 
would pay for loans. The correspond- 
ent could plan accordingly as to 
volume for immediate delivery and 
futures. Now, there seems to be a 
growing tendency on the part of 
these lenders to bargain-hunt, to make 
special deals with certain of their cor- 
respondents, leaving the others out in 
the cold. Although my company has 
rather fortunate in getting a 
large share of investment funds, I feel 
the only reason why we have managed 
to do so is because we keep “hound- 
ing” our companies. This works to 
the detriment of other correspondents 
of our investors who are not as ag- 


been 


gressive as we are; and it is not a 
healthy situation. 

I would like to see more meetings 
of correspondents and lending com- 
panies, at the home offices, and the 
establishment of a definite plan as to 
the type loans and the amount of 
money to be invested and where such 
money will be invested. I find that 
life companies frequently buy a cer- 
tain type investment, investing very 
heavily in it, without taking the trou- 
ble to advise all their correspondents 
of their interest in the particular type 
of security. This is particularly true 


of purchase lease-back deals. The av- 
erage correspondent has not played a 
very prominent role in these trans- 
actions—most of this business has been 
handled by a small clique. 

In order that a correspondent may 
be able to serve his principal to the 
best advantage, he should have full 
information as to the type paper the 
life companies and savings banks pre- 
fer. He should have full opportunity 
to sell the companies such paper. 

I also believe that by limiting the 
number of their correspondents, the 
savings banks would be of better serv- 


of the Corespondeit 


ice to such correspondents and cer- 
tainly the banks would be able to op- 
erate on a considerably lower cost 
basis. In a great many instances, 
when offered a low price, the savings 
banks will appoint new servicers in an 
area in which they already have sev- 
eral correspondents. If a correspond- 
ent is to give the best possible service, 
he should have the feeling of being a 
part of a savings bank organization. 
This can only be achieved by having 
a substantial account with the bank. 
The realization by the established 
outlet that the bank will appoint a 
new correspondent whenever a special 
deal is offered, does a great deal of 
damage. Rather than continuing to 
operate under their present method, 
it might be well for the savings banks 
to get together and exchange servicing 
accounts and correspondents in some 
areas, thereby establishing good-sized 
accounts. Concentrating on these 
consolidated outlets will bring results. 


Deplores In-and-Out Investor Tactics 


This correspondent 


who once was on the other side of the 


desk, sitting in the investor's chair—says that the in-and-out 


tactics of investors is one of the greatest hazards in a good 


investor-correspondent relationship. It could be improved. 


Y current “gripe” at the in- 
vestors is two-fold, both of 
which I believe have been expressed 
by other correspondents in this cur- 
rent series of articles. I probably have 
a better understanding of the in- 
vestor’s problems than the average cor- 
respondent, having been employed by 
one of the country’s largest institu- 
tional investors for many years before 
becoming a correspondent; but it 
seems to me that these two subjects 
have become much more aggravated 
in recent years, and unnecessarily so. 
First, the “in and out” tactics fol- 
lowed by most of the major investors 


and the price changes on insured 
loans without notice, seem to me to 
be both unfair and unnecessary. We 
are encouraged to produce a volume 
of business on a certain pattern and 
at a price which we certainly should 
be able to assume is fixed. The pro- 
duction machinery is set in motion to 
produce this volume; but because of 
processing delays, especially on in- 
sured loans, a lapse of 60 to 120 days 
is encountered and by that time there 
is a change in the market, or the in- 
vestor has all of the business he wants 
—at the moment. A smart cor- 
respondent has protected himself up 
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to this point, but he has been “back 
in business” for several months and 
the volume is rolling in from builders, 
realtors, and other sources of business. 
There will always be a certain amount 
of uncommitted loans in process, and 
the flow of such business cannot be 
turned on and off like a water tap, as 
some investors seem to think. 


Some investors have established a 
“quota” system so that the cor- 
respondent will know exactly where 
he stands, at least for a while. Un- 
fortunately, none of our outlets has 
seen fit to adopt this plan 
along in the hope that we can still 
maintain our production staff and try 


so we go 


to protect ourselves, so that a change 
in the market will not completely wipe 
out any profit that may have accrued. 
However, it is a most unsatisfactory 
and, it seems to me, an entirely un- 
economic way to do business. 


A few years ago the investors were 
able to anticipate their needs well in 
advance and to take a steady flow of 
business from their established cor- 
respondents. Granted that the market 
has changed, and that block offerings 
of insured loans at a substantial dis- 
count are attractive inducements to 
the loan officers who must produce a 
certain net return on their invest- 
ment, it would seem that a little more 
advance planning would allow them 
to take advantage of such situations 
and still take a steady flow of business 
from thei 
correspondents. 


established sources the 


The second “gripe” has to do with 
conventional loans. This is the type 
of loan desired by most investors be- 
cause of the terms, pre-payment priv- 
requirements and, in 


ileges, equity 


most cases, a more desirable class of 
security. 

An investor, in appointing a cor- 
respondent has, or should have, made 
a complete and thorough investiga- 
tion of the financial stability and re- 
sponsibility of that firm, its ability to 
appraise real estate and to negotiate 
loans, standing in the community, and 
the integrity of the person, or per- 
sons, responsible for the production 
of loans. The correspondent should 
be fully aware of the requirements 
and desires of the principal before 
taking on an account. This should 
be the basis for the MUTUAL trust 
and confidence so necessary in this 
type of operations. Lacking this mu- 
tual trust and confidence, the ar- 
rangement will not be satisfactory to 
either party. 

Assuming that such a relationship 
has been established, the investor 
should go along, in most cases, with 
the application as submitted, or if it 
does not meet their requirements, re- 
ject it completely— not cut the 
amount by $500 or $1,000. This 
requires renegotiation, endless cor- 
respondence, and usually the loss of 
the loan for everyone. The loan of- 
ficer sitting at a desk in an eastern 
city cannot be expected to know the 
local situation in a city in the mid- 
west or the west coast, as well as the 
local correspondent —he must rely 
upon their valuations and their ability 
to negotiate loans on a safe and sound 
basis. After all, most servicing con- 
tracts provide for an annual inspec- 
tion and repurchase if any fact has 
been misrepresented so that the in- 
vestor has that degree of protection. 
A conscientious correspondent is not 
looking for trouble, and if a loan does 





AUGMENT Sound Judgment on 


Mortgage Loan Applicants 
with FACTS obtained through 
Current, Dependable Investigations 


Retail Credit Company ond 
Retailers Commercial Agency 


Home Offices: Atlanta, Georgia 


affiliated investigative agencies covering urban and 
rural areas throughout North America 
Branch Offices in all principal cities 


get into trouble, it is his headache and 
responsibility to work it out. Certain- 
ly we have enough trouble in this 
business without knowingly asking for 
more. I think that most of the cor- 
respondents are trying to do a good 
job for their principals, and should be 
accorded that trust and confidence 
until proved they were not entitled to 
it. It seems to me this very important 
factor is being overlooked or disre- 
garded more and more in recent years. 


No other aspect of the mortgage 
business is more important than main- 
taining the best possible working ar- 
rangement between correspondent 
and investor. If improvements can be 
made, it is to the advantage of both 
partners to make them. In essence, 
that has been the purpose and the 
objective of this series of articles on 
investor-correspondent problems. 
Scores of these problems have been 
covered, some of them a number of 
times with varied points of view. Has 
one been missed? You are invited to 
submit it. 
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How Large Should an MBA Bond Be? 


HIS question was put to the 

MBA Research Committee: 
“What standards should govern the 
amount of the Mortgage Bankers 
Blanket Bond? How large a bond 
should I carry?” 

At first this might seem easy to 
answer. After consideration, however, 
it seems there is no easy answer be- 
cause of the large number of vari- 
ables involved in the activities of 
MBA members. The business activi- 
members do not lend them- 
easy classification. There 
is no pattern. This is obvious 
once we consider the various types of 
mortgages handled, the many differ- 
ent activities engaged in by mem- 
bers, the methods of control neces- 
sary to these activities, the types of 
audit employed, the number of loca- 
tions at which the activities are con- 
ducted and numerous other variables. 


ties of 
selves to 


set 


Investigation discloses that to date, 
though studies have been attempted, 
no workable formula has been evolved 
by which criteria can be set up to 


guide members in selecting their 
limits of coverage. 
In an endeavor to provide such 


criteria, the MBA Research Commit- 
tee took upon itself the preparation 
of a questionnaire to be sent to all 
MBA members. First, it was neces- 
sary to consider certain basic proce- 


Total Replies 


No. of 
Number of Firms Average 
Employees Reporting Bond 
By Class 
10 or under 60 35,708 
11 to 25 70 55,864 
26 to 50 32 106,875 
51 to 100 27 134,925 
101 and over 10 206,000 


dures, as well as different types of 


exposure. It was decided that em- 
ployee dishonesty, or infidelity, pre- 
sented the greatest single hazard. 

In evaluating employee hazard, 
such factors as the number of em- 
ployees, the largest amount of funds 
at risk in any one month, the maxi- 
mum escrow funds at risk, current 
servicing volume, etc., meas- 
ured. 


were 


The questionnaire, as developed by 
the Research Committee, in conjunc- 
tion with the Headquarters staff, was 
circulated among the MBA member- 
ship, and the replies were tabulated. 
Approximately 20 per cent of those 
queried submitted returns. 

In analyzing the returned ques- 
tionnnaires, it was soon evident that 
no definite pattern was established. 
However, one exceedingly interesting 
trend was disclosed. Among the ex- 
posure factors measured, one ap- 
peared to offer greater possibility for 
assistance than did the others—and 
that was the number of employees 
as compared to total amount of cov- 
erage carried. The statistical listing 
below shows the comparison, with 
regard to number of employees. 





It would appear that, without ex- 
ception, MBA bond holders carry 
more insurance than do non-MBA 
bond holders. This reflects the results 
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of educating MBA members through 
the Blanket Bond sales procedure. 
Further, it reflects members’ greater 
awareness of the prevailing loss po- 
tential in their business. At the same 
time, the reasonable premium charge 
for the MBA bond permits members 
to purchase insurance than 
heretofore, and with the same pre- 


more 


mium dollar. 

With one exception, the minimum 
bond carried by MBA bond holders 
was greater than the minimum bond 
carried by non-MBA bond holders. 
Likewise, with one exception, the 
maximum bond carried by MBA 
bond holders was equal to, or in 
excess of, that carried by non-MBA 
bond holders. 

It is safe to conclude 
figures do reveal a trend. 
paring your own coverage with the 


that these 
In com- 


average in your class—to determine 
how you rate—keep in mind those 
variables which govern the extremes 
in coverage: number of individual 
items, control exercised over funds, 
frequency of internal audit, fre- 
quency of outside audit, etc. 

While these criteria may be em- 
ployed as a yardstick, they must be 
tempered with discretion, and with 
an awareness of your own particular 
situation dependent upon the peculi- 
arities of each specific busines ar- 
rangement. 


_______MBABond Holders ; ; All Others 
No. of No. of 
Min. an irms verage Min. an ‘irms Average Min. an 

ae bona Reporting = Man —_ Reporting “Bond Man bon 
so | = Ss 5,000- | cas | ca 

“—s ) 50 y 20 23,6 -? 
175,000 ° i la 100,000 29 | 175,000 
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Report to the Members 


ECONOMIC GYROSCOPES 


Financial stabilizers might be a better title for the Federal Reserve System and 
the Treasury Department of the United States. The apparent objective of these 
two facilities is to prevent excessive inflation and to curtail any tendency toward 
a business recession. The objective is certainly a worthy one. Every citizen of the 
SS” United States must agree with this goal, even though he may disagree with the 
method of reaching it. It is important to the mortgage banker to watch the activities 





of these two facilities, for they spark the supply and terms for use of credit. 


The greatest change in the last few decades in the field of economics has been our transition from a non- 
regulated to a regulated economy. There is now general agreement that our economy must be regulated 
and that Government must do it. The second great change in the last few decades is in the field of soci- 
ology. The philosophy that only the fittest are entitled to survive has moved toward the philosophy that 


we are our brother’s keeper. This has resulted in a trend toward a paternalistic Government. 


Hence we now have both the Republican and Democratic parties regulating the economy for the benefit 
of the majority of the citizens. This has been most apparent and effective in the field of credit or money 
management. The Eisenhower Administration has done a magnificent job in the field of monetary regu- 


lation, and its counterpart in the business realm—well-regulated activity. 


To review a little history in order to plot our present position, we find a “hard money” policy throttled 
runaway inflation in 1952. A policy of “active ease” prevented a business recession in 1953-54. The in- 
crease in general business activity toward the end of 1954 led to a policy of just “ease.” As business con- 
tinued to forge ahead in early 1955, the tendency was to impose more and more restrictions, and they 
were and are being imposed. Government means to prevent the balloon of business from being inflated 
to the point where a “bust” is imminent. The brakes already applied are just beginning to take hold. 
Borrowing cost and money rates are stiffening. All types of credit or money appear to be very tight (with 


the possible exception of mortgage money), and indications are that they will remain so for a while. 


From past experience we can expect a reversal of method by the Federal Reserve and Treasury Depart- 
ment when inflationary tendencies have been curbed and boom times return to their customary or tradi- 
tional level. How hard mortgage credit will become is not quite clear, for there appears to be a reluctance 
on the part of government, and properly so, to curb construction. When mortgage money actually be- 
comes hard, it may be a signal to take off the brakes. At any rate, mortgage bankers will do well to follow 
carefully the activity of the Federal Reserve and Treasury. We can all hope that the good job these 


facilities have already done will continue to produce good business with the least amount of inflation. 


Ciec ae 


WALLAcE Moir President 





44 


THE MORTGAGE BANKER + October 1955 














at MBA Directory 


= FOR SERVICE TO MEMBERS 
OFFICERS 


President 

Wa .iace Mor, President, Wallace Moir Company, 
130 El Camino, Beverly Hills, California. 

Vice President 

LINDELL PetTerson, President, Chicago Mortgage 
Investment Company, 209 South La Salle Street, 
Chicago. 

Secretary-T reasurer 

Georce H. Patrerson, Mortgage Bankers Associa- 
tion of America, 111 West Washington Street, Chicago. 


Assistant Secretary-T reasurer 
FRANK J. McCase, Jr., Mortgage Bankers Associa- 
tion of America, 111 West Washington Street, Chicago. 
Controller and Director, Department of Accounting 
and Servicing 
W. James Mertz, Mortgage Bankers Association of 
America, 111 West Washington Street, Chicago. 
v 
General Counsel 
SamuEL E. Neer, Mortgage Bankers Association of 
America, 1001—15th Street, N.W., Washington, D. C. 
Assistant Director, Department of Accounting and 
Servicing 
Epwarp J. DeYounc, Mortgage Bankers Association 
of America, 111 West Washington Street, Chicago. 
Director, Education and Research 
Lewis O. Kerwoop, Mortgage Bankers Association 
of America, 111 West Washington Street, Chicago. 
Assistant Director, Public Relations 
Ronert J. Beran, Mortgage Bankers Association of 
America, 111 West Washington Street, Chicago. 
vWv 


COMMITTEE CHAIRMEN 
Executive 
LinDELL Peterson, President, Chicago Mortgage 
Investment Company, 209 South La Salle Street, 
Chicago. 
Clinic 
Joun F. Austin, Jr., President, T. J. Bettes Com- 
pany, 616 Fannin Street, Houston. 
Conventional Loan 
Lon WortH Crow, Jr., Executive Vice President, 
Lon Worth Crow Company, 55 S.W. 8th Street, 
Miami. 
Educational 
Wa ter C. Netson, President, Eberhardt Company, 
207 South 6th Street, Minneapolis. 
Farm Loan 
A. L. Bartiett, Jr., Vice President, Bartlett Mort- 
gage Company, 815 Felix Street, St. Joseph, Missouri. 
FHA 
FRANKLIN D. Ricuarps, Vice President, Richards, 
Alstrup and Redman, Inc., 712 Washington Building, 
15th and New York Ave., N.W., Washington, D. C. 


Finance 
Tuomas E. Lovejoy, Jr., President, The Manhattan 
Life Insurance Company, 120 W. 57th St., New York. 


Financing Minority Housing 

James W. Rouse, President, James W. Rouse & 
Company, Inc., 14 West Saratoga Street, Baltimore. 
GI 

B. B. Bass, President, American Mortgage & Invest- 
ment Company, 101 First National Building, Okla- 
homa City. 


Insurance 
GrorcE H. DovENMUEHLE, President, Dovenmuchle, 
Inc., 135 South La Salle Street, Chicago. 


Legislative 
J. W. Jones, Jones-West Mortgage Company, Rio 
Grande National Building, Dallas. 


Membership 

R. C. Larson, Executive Vice President, C. A. Lar- 
son Investment Company, 348 North Camden Drive, 
Beverly Hills, California. 


Membership Qualifications 
E. R. Hatey, President, General Mortgage Cor- 
poration of Iowa, 1021 Fleming Building, Des Moines. 


Mortgage Servicing 
Frep K. Corpes, Vice President, The Bowery Savings 
Bank, 110 East 42nd Street, New York. 


Pension Fund 
Rosert E. Goxpssy, President, Jersey Mortgage 
Company, 280 N. Broad St., Elizabeth, New Jersey. 


Redevelopment, Conservation and 
Rehabilitation 

Ferp Kramer, President, Draper and Kramer, Inc., 
33 West Washington Street, Chicago. 

Publicity 

LINDELL PETERSON, President, Chicago Mortgage 
Investment Company, 209 South La Salle Street, 
Chicago. 

Research 

Rosert H. Pease, Vice President, Draper & Kramer, 
Inc., 33 West Washington Street, Chicago. 


Resolutions 
Brown L. Wuat ey, President, Stockton, Whatley, 
Davin & Company, Corner Bay and Laura Streets, 
Jacksonville. 


Trust 
FRANKLIN BrigEsE, Vice President and Treasurer, 


The Minnesota Mutual Life Insurance Company, 
156 East Sixth Street, St. Paul, Minnesota. 

Young Men’s Activities 

Witt1AmM H. Oster, Vice President, W. A. Clarke 
Mortgage Co., Second and Locust Strects, Harris- 
burg, Pennsylvania. 
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RETURN ENVELOPES FOR MAKING PAYMENTS 


Experience has proved that they save money and do a good job 


NYTHING that helps the cus- 
tomer understand and fulfill his 
obligations better is good business. 


Any 


ing accuracy 


method for increasing account- 


efficiency is cer- 


Convenient 


and 
tainly to be desired. 
mortgage payment envelopes offer this 
double advantage to you and to your 
customer. 
When we 
to the 
tion schedule, a set of self-addressed 


close a loan, we deliver 


borrower, with the amortiza- 


envelopes for mailing monthly pay- 


ments. We have printed on_ the 
folder all essential information and 
type in the proper spaces the loan 
number, due date, a breakdown of 
total payment, showing principal and 
interest, FHA insurance, estimated 


hazard insurance and taxes. We pro- 
spaces for entering changes in 
payments resulting from increases or 


\ de 


decreases in taxes and insurance. 

On the cover we remind the cus- 
tomer of his obligation to file tax 
returns on his property at the begin- 
ning of each year. 

We use the inside of the cover for 
listing essential instructions for mak- 
ing payments. We feel this is a good 
place to emphasize the importance of 
promptness and to point out penalty 
interest charges for over-due_ pay- 
ments. We stress that these envelopes 
are to be used only for making pay- 
ments and that the folder containing 
unused envelopes should be turned 
over to the new purchaser in the 
event the property is sold. 

On the flap of the envelope we 
print name and and 
perforate with a numbering machine 


our address 


the loan number. 

The customer is provided a space 
on the flap to fill in the amount of 
payment, due date, his and 
address. We use a distinctive color 
for the envelope and print on the 
back a the kinds of 


name 


statement of 


insurance we handle. This is an ap- 
propriate form of advertising. A re- 
newal order of envelopes is attached 
to the last in the set. The customer 
is encouraged to record his payments 
in spaces provided on the inside of 
the folder. 

There is nothing startling 
about using payment envelopes. But 
they serve as monthly notices; they 
the customer of his obliga- 


very 


remind 
tions; they make remitting payments 
more convenient; and they keep our 
name before our customer. 

We have found a folder containing 
twelve payment envelopes most satis- 
factory. When we renew the supply, 
we take occasion to write a friendly 
letter complimenting the customer on 
his promptness and expressing our 
appreciation of his cooperation. Good- 
will may be developed by occasionally 
recognizing good performance. 

Since these envelopes are used only 
for making payments, they are easily 
handled in the office. Every envelope 


has the loan number, and we are 
freed of the necessity of matching 
name and numbers and checks. Con- 


sider the time wasted in trying to 
decipher an almost totally illegible 
signature. Chance of error in posting 
accounts is greatly reduced. This 
essential and recurring duty of serv- 
icing loans becomes a more simplified 
procedure. 

Does the use of this device pay 
for itself? Yes, many times over in 
convenience to the customer, in ad- 
vertising and in speeding up account- 
ing. The envelopes would more than 
pay for themselves if they saved the 
writing of even one letter requesting 
penalty interest. Experts in business 
communication estimate the cost of 
the average business letter at over 
By ROBERT THARPE 


Tharpe & Brooks, Inc., Atlanta 
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two dollars—if one adds to the ob- 
vious costs the time of dictation, the 
stenographer’s time, etc. 


Last year $22,974,000 in home 
mortgage loans were recorded. Sev- 
enty-three per cent, or $16,775,000 of 
this total, were conventional loans. On 
the remaining 27 per cent of the loan 
recordings, 19 per cent were VA and 
8 per cent were FHA . . . Home mort- 
gage lending by savings and loans in 
1954 totaled $9 billion. This is a 15.5 
per cent increase over 1953, and a 70 
per cent increase over the lending ac- 
tivity of these institutions in 1950 and 
1951. 





Soutteastoon 


MORTGAGE CORP. 


HOME OFFICE 
116 NO. JACKSON ST. 


ALBANY. GEORGIA 


WE OFFER 
HIGH YIELD 
FHA AND VA 


MORTGAGES 
IN THE 


RAPIDLY EXPANDING 
SOUTHEAST 


WRITE TO 
R. E. KALIHER, President 


LOW 
DELINQUENCY 
SERVICING 





Branch Office: ATLANTA, GA. 
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:00 A.M. 


:00 A.M. 


:05 A.M. 


10 A.M. 


30 A.M. 


1:00 A.M. 





MONDAY 


October 31, 1955 
Registration 
Music on the mezzanine by Moshay 


Breakfast for all members joining the 
Association in the past year, guests of 
the MBA Board of Governors 


First Convention Session 


Call to Order 
Wa.uiace Morr, President, Mortgage 
Bankers Association of America; Presi- 
dent, Wallace Moir Company, Beverly 


Hills 


Invocation 
Tue Ricut RevereENpD Donatp J. 
CaMPBELL, Suffragan Bishop, Diocese 
of Los Angeles 


Welcome from the California Mortgage 
Bankers Association 

Urpan K. Wipe, President, California 
Mortgage Bankers Association; Mana- 
ger, Mortgage Loan Department, Cold- 
well, Banker & Company, Los Angeles 


Welcome from the Southern California 
Mortgage Bankers Association 

E. W. MuHus Fe .p, President, Southern 
California Mortgage Bankers Associa- 
tion; Vice President, Insurance Funds 
Mortgage Co., Los Angeles 


Address 
“Our Industry—Its Status Today and 
Tomorrow” 
Wa.Liace Morr, President, Mortgage 
Bankers Association of America 


Address 
“The Dual Role of the Commercial 
Banker in the Mortgage Field” 
Frep F. Florence, President, Republic 
National Bank of Dallas: President- 
elect, American Bankers Association 


1? 


2:00 
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30 


:00 


O00 


05 


i) 
uw 


:10 


A.M. 


2:00 Noon 


P.M. 


A.M. 


A.M. 


A.M. 


A.M. 


Address 
“Five Hours to New York” 


C. R. Smirn, President, American Air- 
lines, Inc., New York 


Adjournment 


Committee Meetings scheduled are: 
Clinic, Conventional Loan, Educational, 
Finance, GI, Legislative, Membership, 
Mortgage Servicing, Publicity and 
Resolutions 


TUESDAY 
1955 


November l, 


Music on the mezzanine—Melodies of 
California 


Second Convention Session 
Call to Order 


Wa .tace Mor, Presiding 


Address 
“The Tasks of Tomorrow for FHA” 
Norman P. Mason, Commissioner, 
Federal Housing Administration, Wash- 
ington, D. C. 


Address 
“The Role of the GI Program in Your 
Business” 
Tuomas J. Sweeney, Assistant Deputy 
Administrator for Loan Guaranty, Vet- 
erans Administration, Washington, 
D. C. 


Address 
“Your Stake in the Voluntary Home 
Mortgage Credit Program” 
ArtHurR W. VINER, Executive Secre- 
tary, National Voluntary Home Mort- 
gage Credit Extension Committee, 
Washington, D. C. 


Panel Discussion of Insured and Guar- 
anteed Loans 
Moderator: Joun F. Austin, Jr., Presi- 
dent, T. J. Bettes Company, Houston 
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12:30 P.M. 


2:00 P.M. 


9:00 A.M. 


10:00 A.M. 


10:05 A.M. 


10:40 A.M. 


A.M. 


Panel Members 
James W. Rousg, President, James W. 
Rouse & Co., Inc., Baltimore 
WituiaM A. Marcus, Senior Vice Pres- 
ident, American Trust Company, San 
Francisco 
Ropert M. Morcan, Vice President 
and Treasurer, The Boston Five Cents 
Savings Bank, Boston 
Cuarces A. Bowser, Assistant Com- 
missioner for Technical Standards, 
Federal Housing Administration, Wash- 
ington, D. C. 
WILuiAM OsLER, Vice President, W. A. 
Clarke Mortgage Co., Harrisburg, Pa. 
Mr. SwEENEY and Mr. VINER 

Adjournment 

Luncheon and Fashion Show at the 
Beverly Hilton for wives of members 
registered at the Convention. Trans- 
portation from the Statler and Biltmore 
hotels will be provided without charge 
by Tanner-Grey Lines. Departure time 
11:30 A.M. 
Committee Meetings scheduled are: 
Farm Loan, FHA, Financing Minority 
Housing, Insurance, Membership Qual- 
ifications, Pension Fund, Redevelop- 
ment Conservation and Rehabilitation, 
Research, Trust Fund and Young 
Men’s Activities 


WEDNESDAY 
November 2, 1955 


Music on the mezzanine — Modern 
Melodies 
Third Convention Session 

Call to Order 
WALLaAceE Mor, Presiding 

Address 
“The National Economic Picture” 
Dr. Rosert R. Docxson, Professor of 
Economics, University of Southern 
California 
Address 

“What Mortgages Will Continue in 
High Favor with Institutional In- 
vestors?” 
James H. Macee, Vice President, John 
Hancock Mutual Life Insurance Com- 
pany, Boston 

Panel Discussion 
“How the Conventional Loan Can Be 
the Heart of Your Business” 
Moderator: WALLACE Moir 

Panel Members 
J. KR. Jones, Vice President, Security- 
First National Bank of Los Angeles, 
Los Angeles; President, Mortgage and 
Savings Division, American Bankers 
Association 


10:05 


:30 P.M. 
:30 P.M. 


:00 A.M. 


:00 A.M. 


~ 


:40 A.M. 


:00 A.M. 


:30 P.M. 
:30 P.M. 


A.M. 


R. Manninoc Brown, Jr., Vice Presi- 
dent, New York Life Insurance Com- 
pany, New York 
Joe Jack Merriman, Vice President, 
Merriman Mortgage Company, Kan- 
sas City, Missouri 
Brown L. WHat _ey, President, Stock- 
ton, Whatley, Davin & Company, Jack- 
sonville, Florida 
Rospert H. PEASE, Vice President, 
Draper and Kramer, Inc., Chicago 
Mr. MAGEE 

Adjournment 
Annual Reopening of Club MBA 
Pacific and Sierra Ballrooms, Statler 


THURSDAY 


November 3, 1955 


Music on the mezzanine-Melodies of 
Hawaii 
Fourth Convention Session 
Call to Order 

Wa .tace Mor, Presiding 

Address 
“The Mortgage Industry’s Affairs in 
the Capital” 
SamuEL E. Neer, General Counsel, 
Mortgage Bankers Association of Amer- 
ica, Washington, D. C. 

Address 
“The Housing and Home Finance Pic- 
ture in America” 
Rosert M. Cote, Administrator, Hous- 
ing and Home Finance Agency 
Business Meeting and Election of 
Officers 
Acceptance of MBA Presidency 
LINDELL PETERSON, Presidential Nomi- 
nee, Mortgage Bankers Association of 
America 
Presentation of Awards 

Address 
“The Freeway: Its Effect on People 
and Politics at Home and Abroad” 
Paut G. HorrMan, Chairman of the 
Board, Studebaker-Packard Corpora- 
tion, South Bend, Indiana 

Address 
“The Mortgage Banker’s Service to 
the Commerce of the Country” 
Hon. W. Water Wi.uiams, Under 
Secretary of Commerce, Washington, 
D. C. 

Adjournment to Hawaii 
Luncheon for the 1955-56 Officers, 
Members of the Board of Governors, 
Regional Vice Presidents and Advisory 
Council of Past Presidents, followed by 
the first Meeting of the 1955-56 Board 


of Governors 
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>> WHAT ABOUT REGISTRA- 
TION? As of now, more than 1,800 
have registered in advance for our 
Convention. It will go much higher, 
and is sure to be one of MBA’s 
largest Conventions. It’s our first in 
Southern California and our second 
time in that State. That’s appropriate 
because in the past several years 
MBA has expanded greatly in the 
Western part of the country. 


>> SPECIAL TRAIN WEST: For 
the past six months The Mortgage 
Banker and other MBA publications 
have been warning members of the 
great demand likely to develop for 
reservations on MBA’s Special Santa 
Fe train west from Chicago. What 
we thought might happen has hap- 
pened: the train is sold out, with a 
growing waiting list. This will be 
another memorable event in our 42nd 
Convention plans. Many members 
remember the great pleasure and 
profit they derived from taking our 
San Francisco special in 1951; and, 
as a result, requests for reservations 
have been particularly heavy. 

But if you want to be aboard, room 
may be found for you. Additional 
cars may be added. The important 
thing is: if you want to go on the 


train, let us know at once. 


>> HELP IN SERVICING: MBA’s 
16th annual Exhibit of Building, In- 
dustry and Services is grouped in 
two rooms adjacent to the Pacific 
and Sierra Rooms where the Con- 
vention sessions will be held. About 
twenty companies will participate in 
the show and a feature of the exhibit 
will be a rather complete display 
by the business machine companies. 
Among them a member should be 
able to find out everything he wants 
to know about the mechanical as- 
pects of modern mortgage servicing 

Companies participating are the 


Continued next page 





A Memorable Experience Awaits You 
at MBA’s 42nd Annual Convention 


Again, for the 42nd time, the one 
and only national gathering of mort- 
gage lenders and investors is about to 
take place, the one and only opportu- 
nity a mortgage man has, on a na- 
tional basis, to see and talk to others 
in his business—and to those who buy 
his loans. Probably that explains, bet- 
ter than anything else could, why the 
MBA annual Convention has become 
a regular part of a business year for 
mortgage men from every section of 
the country. 





Urban K. Wilde E. W. Muhsfeld 


The Convention coming up-——and 
take particular note that it’s less than 
a month away—seems to be following 
the pattern of those of the recent 
past: another banner attendance is as- 
sured. Los Angeles and Southern Cal- 
ifornia are pretty enticing bait. Octo- 
ber 31 to November 3 is a good time 
of the year to see this part of the 
country, and the excursions into other 
parts of the West will attract hun- 
dreds. The Adjourned Convention 
Session in Honolulu will have an ap- 
peal for many more. 

But aside from these obvious attrac- 
tions the principal matter at hand will 
be, as essentially it always has been, to 
see what you can learn about your 
business that you don’t know, to try 
as best you can to see what is coming 
and, as a result, to prepare for it. A 


fact noted by many is that, in recent 
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years, many MBA meetings have had 
the advantage of unusual timing— 
they have so often convened on the 
eve of some important development 
vitally affecting the business. The 
same thing is true in a sense this year. 
The entire investment field is in a 
state of transition. Money has been 
getting tighter and more expensive for 
some time and this is having a pro- 
found effect on the type of invest- 
ments which institutions buy and the 
rates which appeal to them. No in- 
vestment field has been exempt, and 
the mortgage loan—today right at the 
top as a principal investment medium 

is no exception. Just how far this 
change will go, no one knows for sure, 
but the best place to get your bearings 
on what it means to you is at the 
MBA annual Convention. 

And how far will this greatest of all 
building booms go? Again, who 
knows for sure? Many, including 
Miles L. Colean (Page 15), see an- 
other big year in 1956. Other opinions 
range from a somewhat less optimistic 
view to one bordering on near-pessi- 
mism. But, strangely enough, the 
downright bearish view, the opinion 
that indicates something like a col- 
lapse, would be difficult to find. What- 
ever the near-future holds in new 
housing construction and building 
generally, a good place to get a blue- 
print for tomorrow is wherever MBA 
is holding its annual meeting. 

That’s Los Angeles in 1955; and 
if you are one of those members who 
has not, for some reason or other, 
made your plans to go, you’re not too 
late. It will be good business for you 
throughout the next 12 months to be 
on hand. To learn what is ahead in 
mortgage lending, your MBA Con- 
vention is an opportunity; as a mem- 
ber, take advantage of it. 
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. aud What to Expect 





A Convention Feature Will Be a New 


Appraisal of FHA, VA and the VHMCP 


This has been a highly significant 
year for the government-sponsored 
mortgage programs. FHA 
emerged from the difficulties which 
beset it during the past two years. 
The excessively easy credit terms 
offered by both FHA and VA have 
been tightened. For both programs, 
1955 has been a 
activity with great demands placed 
upon the facilities of both agencies. 
If this year should, in some way— 
contend 
of milestone or turning point in the 
government-sponsored programs, this 


has 


year of feverish 


as many represent a sort 


Fall is the time, and our Convention 


is the place, for the mortgage man 
looking ahead to become fully in- 
formed as to what is ahead. 

With VA and FHA is a third 
member in the government-sponsored 
programs, the Voluntary Home Mort- 
Credit Program which, since 


vace 
gage 


our last Clinic meeting in New York, 
has hit its stride and is now a vigor- 





Norman P. Mason 


John F. Austin, Jr. 





x 
¥ 


Charles A. Bowser James W. Rouse 





ous and effective part of the mortgage 
business. A growing list of lenders are 
participating and more and more 
areas are being opened to the facilities 
it provides. 

The principal directing heads of 
these government agencies, FHA 
Commissioner Norman P. Mason, 
Arthur W. Viner, executive secretary 
in charge of the VHMCP, Thomas 
J. Sweeney, assistant deputy adminis- 
trator for loan guaranty in the VA 
and Charles A. Bowser of FHA, will 
be on hand at Los Angeles to look at 
operations today and outline plans for 
the future. After they have spoken, 
members will hear a panel discussion 
of this side of our business moderated 
by John F. Austin, Jr. of Houston. 
These members will participate: 
James W. Rouse, Baltimore; William 
A. Marcus, San Francisco; Robert 
M. Morgan, Boston; William Osler, 
Harrisburg, Pa.; and Mr. Sweeney, 
Mr. Viner and Mr. Bowser. 


T. J. Sweeney 


W. A. Marcus Robert M. Morgan 
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Atlanta MBA; Carrier Corporation; 
Thyer Manufacturing Corporation; 
United States Steel Homes, Inc.; Gen- 
eral Electric Company, Major Appli- 
ance Division; Southern Statistical 
Company; International Business Ma- 
chines Corporation; Scholz Homes, 
Inc.; The National Cash Register 
Company; Financial Publishing Com- 
pany; Hartford Fire Insurance Com- 
pany; York Tabulating Service, Inc.; 
Frederick W. Berens, Inc.; Burroughs 
Corporation and the Don Herold 
Company. 


>> FOR THE LADIES: This is an- 
other of those convention years when 
the ladies will be especially well rep- 
resented. Los Angeles and Southern 
California have a great appeal for 
everyone. An excellent program of 
entertainment has been arranged for 
the ladies—but not too much because 
it has been recognized that there is 
so much in Southern California that 
the ladies will want to do themselves. 
The principal event will be the 
annual re-opening of Club MBA 
Wednesday night in the Pacific and 
Sierra Ballrooms. It is to be a dinner, 
with an hour-long night club show 
especially produced for MBA by 
Clint Noble, who has put together 
other memorable shows for us in the 











past. 

Then there is a Luncheon and 
Fashion Show for the ladies on Tues- 
day, in what is probably the most 
fabulous hotel constructed in the 
United States in the past quarter 
century, the new Beverly Hilton. 

In addition to these, the receptions 
and other events arranged by special 
MBA will all 


very busy time socially, certainly as 


groups add up to a 


much as human endurance can stand. 


>> SPECIAL EVENTS: One of the 

familiar characteristics of an annual 

MBA Convention has been the great 
Continued next page 
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number of private receptions, lunch- 
eons, dinners, etc. arranged by vari- 
ous groups within the organization. 
Traditionally, investors use the Con- 
vention as an appropriate occasion 
to get together with their correspond- 
ent. State and regional groups use 
the occasion to pay tribute to Asso- 
ciation officers. These events have 
been growing in number; and it 
appears that 1955 will set an all-time 
record for them. Every member can 
be alerted to the fact that a busy 
time awaits him at the Los Angeles 
Convention. 


>> A DISTINGUISHED GUEST: 
Last Convention speaker is a man 
in whom the mortgage industry takes 
great pride, W. Walter Williams, for- 
mer president of 
MBA and now 
Under Secretary 
of Commerce in 
the President’s 
cabinet. He will 
address our meet- 
ing on ‘‘The 
Mortgage Bank- 
er’s Service to the 
Commerce of the 
Country.” 


>>? OVER TWO THOUSAND: 
MBA’s 42nd annual Convention 
comes at a time when the Associa- 
tion’s membership has passed—and 
is holding well above the two 
thousand mark. Actually, this total 
was first reached some time ago; but 





W. W. Williams 


because of consolidations, mergers, 
etc., later fell slightly below. Total 
membership now stands at 2,023. 

New members admitted to MBA, 
on this eve of the 42nd annual Con- 
vention include: 

CALIFORNIA, Los Angeles: The Far- 
mers and Merchants National Bank of 
Los Angeles, W. M. Scott, vice president; 
Richmond: The Mechanics Bank of Rich- 
mond, Max E. Weyer, vice president. 

COLORADO, Pueblo: The Leach 
Realty Company, Richard F. Leach, vice 
president. 

CONNECTICUT, Hartford: Actna Life 
Insurance Company, Edward H. Warner, 
vice president; The Travelers Insurance 
Company, Roger C. Wilkins, vice presi- 
dent; Stamford: The First-Stamford Na- 
tional Bank & Trust Company, A. H. 
Nelson, vice president. 

DISTRICT OF COLUMBIA, Washing- 
ton: James W. Rouse & Co., Inc., William 
L. King, vice president. 


C. R. Smith, American Airlines, and 
Fred F. Florence of ABA, to Speak 


Fred F. Florence is vice president 
of ABA this year and president of the 
Republic National Bank in Dallas. 
When he addresses our Los Angeles 
Convention, he will have been ABA 
President for about a month. He will 
speak on the dual role of the com- 





Cc. R. Smith 


Fred F. Florence 


FLORIDA, Pensecola: Tri-State Mort- 
gage Company, Edgar W. Pfeiffer. 

ILLINOIS, Chicago: Charles H. Brandt 
& Company, Inc., Harry C. Swanstrom, 
president. 

INDIANA, Hammond: The Calumet 
National Bank of Hammond, L. L. Mur- 
phy, president. 

IOWA, Des Moines: Bankers Life Com- 
pany, J. S. Corley, secretary-treasurer. 

KANSAS, Oswego: R. O. Deming, Jr. 

KENTUCKY, Louisville: State Home 
Loan Corporation, William M. Sanderson, 
president. 

MICHIGAN, Holland: The Peoples 
State Bank of Holland, Clarence Klaasen, 
vice president. 

MISSOURI, Kansas City: Linwood 
Mortgage Company, William Asjes, vice 
president; Harry S. Surkamp Investment 
Company, E. L. Thomas. 

MONTANA, Great Falls: The Great 
Falls National Bank, W. W. Miller, assist- 
ant cashier. 

NEW YORK, New York City: The 
Mutual Life Insurance Company of New 
York, John P. Traynor, vice president for 
mortgage investment. 

OHIO, Cleveland: Frank A. Schmidt 
& Sons, Frank A. Schmidt. 

PENNSYLVANIA, Philadelphia: Leo 
A. Kirk Mortgage Company, Irvin B. 
Fineman, vice president; Pittsburgh: Fidel- 
ity Trust Company, P. A. Traggard. 

SOUTH CAROLINA, Columbia: Bailey 
& Company, Inc., H. E. Bailey, president. 

TEXAS, Houston: Couch Mortgage 
Company, O. Dean Couch, Jr., Owner. 

VIRGIN ISLANDS, St. Thomas: West 
Indies Bank & Trust Company, Irwin W. 
Silverman, president. 

WASHINGTON, Walla Walla: Paxton- 
Kent Company, Inc., Harry E. Mangan, 
secretary-treasurer. 
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mercial banker in the mortgage field. 


C. R. Smith is president of Ameri- 
can Airlines and the title of his talk 
will be “Five Hours to New York.” 


MBA President Wallace Moir, will 
address the Convention on our busi- 
ness, the way it looks today and the 
prospects for tomorrow. 


After Los Angeles 
Adjourn to Hawaii 


So far as is known, no previous 
convention of a large national group 
has ever split its sessions as is being 
done for the 42nd annual Convention 
of MBA, with the initial portion in 
Los Angeles October 31—November 
3 and the second and concluding 
portion in Honolulu, Hawaii Novem- 
ber 10-14. The latter portion is an 
Adjourned Session, and lest anyone 
thinks that this is merely a token 
meeting, well over one hunderd have 
made reservations so far to attend. 


It is a full-fledged meeting, with 
an imposing list of speakers including 

Samuel Wilder King, Governor of 
the Territory of Hawaii. 


G. W. Root, vice president, Cook 
Trust Company, Lt., Honolulu, 
speaking on the history of Hawaii's 
land tenure. 


William A. Marcus, senior vice 
president, American Trust Company, 
San Francisco, speaking on the posi- 
tion of mortgage lending today. 


Kam Tai Lee, Treasurer of Hawaii, 
telling of the territory’s participation 
as a direct lender. 


Wallace Moir, MBA President, 
speaking on the development of im- 
proved lending practices on the Con- 
tinent. 


Neil S. Blaisdell, Mayor of the City 


and County of Honolulu. 


These sessions are to be inter- 
spersed with a number of field trips, 
one to see typical Hawaiian sub- 
divisions and another to visit some 
large ranch projects on the Islands. 

And as one might expect, this 
Hawaiian Adjourned Session will 
have plenty of new and exciting 


Ce 


loans 
VA | 
migh 
tionz 
thou 





Jam 





Bro 


hard 
atten 
sored 
venti 
recog 
busin 
indu: 
spotl 
virtu 

Th 
gage 
great 
conve 
cours 
gard 


enter 
Ther 
Quee 
enter 
Haw. 
event 
It 
plans 
want 
head 
all di 


Conventional Loan—“Heart of Your 
Business’”—Is Theme of One Session 


The great volume of mortgage 
loans which have gone FHA and 
VA in recent years has not—as some 
might expect—relegated the conven- 
tional loan to a back seat, even 
though conventional financing is 





James H. Magee J. R. Jones 





Brown Whatley Robert H. Pease 


hardly in a position to get the public 
attention that the government-spon- 
sored programs do. Rather, the con- 
ventional loan, which mortgage men 
recognize as the basic part of their 
business, the very backbone of the 
industry, has come back into the 
spotlight recently because of the very 
virtues inherent in it. 

This has been a year when mort- 
gage bankers have been hearing a 
great deal about the merits of the 
conventional loan, partly due, of 
course, to President Moir’s high re- 
gard for conventional loan financing. 


entertainment events to go with it. 
There is to be a luau (feast) at the 
Queen’s Surf Hotel, a luncheon and 
entertainment program in the Royal 


Hawaiian Hotel and many other 
events. 
It isn’t too late to make your 


plans if you haven’t done so and 
want to go. Get in touch with the 
headquarters office in Chicago for 
all details. 


Again, at the Los Angeles Conven- 
tion, we are going to take another 
look at the conventional loan in all 
its aspects. It is like an old and 
trusted friend — often not as fully 
appreciated as it deserves to be. 





R. M. Brown J. J. Merriman 





William H. Osler 


Wallace Moir 


“How the Conventional Loan Can 
Be the Heart of Your Business” is 
the theme of our panel discussion, 
with Mr. Moir in the moderator’s 
chair. The correspondents and in- 
vestors who are going to talk about 
the conventional loan are James H. 
Magee, Boston; J. R. Jones, Los 
Angeles; R. Manning Brown, Jr., 
New York; Joe Jack Merriman, Kan- 
sas City, Missouri; Brown L. What- 
ley, Jacksonville, Florida and Robert 
H. Pease, Chicago. With a group 
such as this, you’re assured of a prof- 
itable session on conventional loans. 


’ 

What Will the Women 

Only Dior, Don Lopler or a very 
naive fellow would attempt to pre- 
dict! Some ideas are in order, how- 
ever, and might be helpful to milady. 

Los Angeles in early November can 
be either cool or very warm during 
the day. The evenings are almost 
certain to be cool and perhaps even 
cold. ‘Normal daytime dresses, mod- 
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>> FOR NEW MEMBERS: New 
members joining the Association this 
past year will get a special welcome 
at the Convention when they will be 
guests of the board of governors at a 
breakfast the opening morning. It’s 
to be in the Statler and there will be 
a short program. This past year has 
been a good one from the standpoint 
of new members joining the organiza- 
tion with the total roster expanded 
well above the 2,000 mark. 


>> A DISTINGUISHED GUEST: 
One of the country’s most noted and 
versatile business men and _ public 
servants is to make one of the princi- 
pal Convention week addresses on a 
subject that holds 
the greatest in- 
terest for every 
American. He is 
Paul G. Hoffman, 
chairman of the 
board of the Stu- 
debaker - Packard 
Corporation, for- 
mer chairman of 
the Committee for 
Economic Devel- 
opment, former administrator of the 
Economic Cooperation Administration 
and first head of the Ford Founda- 
In addition, he has rendered 
notable service for a long list of 
other governmental and civic en- 
terprises spanning the past three dec- 
ades. He will address the MBA Con- 
vention on The Freeway: Its Effect 
on People and Politics at Home and 
Abroad—and with motor transporta- 
tion and all the manifold problems 
which it has created and is magnify- 
ing each day, the topic is one of 
prime interest for every citizen. 





Paul G. Hoffman 


tion. 


Wear at the Convention 


erate or light in weight, together with 
light weight suits are most apt to 
prove comfortable. A coat is almost 
mandatory for comfort in the eve- 
ning. A stole will sometimes suffice. 
For evening affairs, cocktail dresses 
will prove to be most appropriate. 

Please pass this information on to 
your wife. 
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>> WHAT TO WEAR IN HA- 
WAII: For daytime wear, very light 
weight suits for the men, preferably 
silk and summer dresses for the ladies. 

For business appointments, ties are 
worn. 

For sports and normal recreation 
wear, slacks or shorts and Hawaiian 
shirts. 

For dinner at the Royal Hawaiian 
and other first class hotels, dress is 
formal. Cocktail or formal dresses 
for the ladies and white dinner coats 
or other light colors, such as gray, 
etc., for the men. 

Swimming suits are a must. 

lop coats are not necessary, but it 
is advisable to take a rain coat. 

People invariably take too many 
clothes to Hawaii. 


>> TRIPS FROM LOS ANGELES: 

Few coming to Los Angeles will be 

content to see only the Convention 

City but will want to visit some of 

the countless interesting places not 

too far away. Some of them: 

Santa Barbara and Montecito, 100 
miles north on the Coast. 

Catalina Island, 30 miles offshore. 
Accessible by yacht or plane. 

Laguna and LaJolla, 50 and 80 miles 
south on the Coast. 

Palm Springs, 107 miles in the desert. 

Lake Arrowhead, 82 miles. 

Yosemite, 313 miles. 

Death Valley, 279 miles. 

Salton Sea, 152 miles. 

Sequoia National Park, 212 miles. 

High Sierras, 279 miles ( Bishop). 

Carmel and Monterey, 350 miles. 

Tia Juana, 110 miles. 

Ensenada, 150 miles. 


FOR SALE 


4 BURROUGHS “77” 
ELECTRIC TYPEWRITER- 
ACCOUNTING MACHINES 





| 





Used daily on 10,000 loan 
volume for posting mortgage 
loan ledgers, investor collec- 
tion reports and escrow dis- 
bursements, until replaced by 
IBM machines. Top condition, 
factory maintained, ideal for 
volume 2,500 accounts per 
machine. Bargain priced, 
singly or any grouping. 


MORTGAGE AND TRUST, INC. 
P.O. Box 1323, Houston, Texas 




















. "y 


* 





S. L. Hammerman Organization, 
Inc., Baltimore, announce the election 
of I. H. Hammerman, II as president. 
James A. Hewitt has become a vice 
president of the Hammerman Organ- 
ization in charge of the company’s 
branch office in Washington, D.C. 

J. Wray Murray, formerly with 
The First National Bank of Memphis, 
and Herbert B. Feldmann, formerly 
with the St. Louis mortgage office 
of Northwestern Mutual Life Insur- 
ance Company, have joined the mort- 
gage loan department of Common- 
wealth Life Insurance Company, 
Louisville. Mr. Murray has received 
the MBA Award of Merit for his 
completion of the Association’s edu- 
cational program and preparation of 
a thesis. 

Robert H. Pease has been named 
vice president and director of Draper 
and Kramer, Inc., Chicago. For the 
past three years he has served as 
president of the Detroit Mortgage 
and Realty Co. Prior to March 1, 
1952, Pease had been with Draper 
and Kramer for 18 years. 

Retirement of Arthur W. Draper, 
Jr., as vice president also is announced. 

Pease is well known in national 
mortgage banking circles. He is a 


member of the MBA board of gov- 








* 
MACHINES 
AVAILABLE 


Because of a change to the 
IBM system of accounting, four 
National Cash Register Ma- 
chines will be available on 
or about December. Serial 
numbers of machines and 
other particulars will be fur- 
nished upon request. Ma- 
chines have been under a 
service contract since date of 
purchase; they are in excellent 
operating condition. Please 
contact UNITED SERVICE AND 
RESEARCH, INC., Post Office 
Box 343, Memphis, Tennessee. 
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ernors as well as a member of the 
executive committee. He is also re- 
search committee chairman. 

In 1954, the MBA Distinguished 
Service Award was presented to 
Pease for his contribution to the in- 
dustry as legislative committee chair- 
man. He has also been active in 
educational work and was editor of 
Mortgage Banking, MBA’s textbook. 
He served as captain of the Marines 
in World War II. 

Louis R. Freese has been elected 
vice president of Morrison and Mor- 
rison, Inc., Denver and appointed 
associate manager of the mortgage 
loan department. He was formerly 
vice president and Tulsa manager for 
T. J. Bettes Company. 





PERSONNEL 


{in answering advertisements 

nddress letters to box umber shown in care. 
the Mortgage Bankers 

11l West Washington Street, Chicago 2, “ilinols, 











Unusual opportunity for rapid advance- 
ment for man under 35 with rapidly 
expanding mortgage company. Must have 
some experience, above-average _ intelli- 
gence, initiative and desire to live in 
Sunny South Florida. Write J. I. Kislak 
Mortgage Corporation of Florida, Plaza 
Building, 245 S. E. Ist Street, Miami 32, 
Florida. 


We are looking for someone between 
ages of 35 and 45 with broad experience, 
preferably with a mortgage company in all 
phases of mortgage lending, who can as- 
sume position of administrative assistant to 
president, or executive vice president, and 
after period of indoctrination, become pres- 
ident of a progressive mortgage company 
servicing $90 million in loans. Salary com- 
mensurate with background and experi- 
ence. Write South Jersey Mortgage Co., 
519 Market St., Camden, N. N. J. 

Available. Controller- -servicing manager, 
Master’s Degree in accounting. Now serv- 
icing 10,000 loans on IBM. Family health 
requires move to Florida or South West. 
Details on request. Write Box 354. 


Immediate opening for experienced 
Mortgage Loan Executive in thriving 
Southwest city of over 200,000. Must be 
capable of directing and supervising com- 
plete facility and can direct training pro- 
grams for other subordinate personnel. All 
replies confidential. Please state salary re- 
quirements first letter. Write Box No. 355. 


TRIALS AND TRIBULATIONS 


(Continued from page 23) 


new products. Throckmorton spoke 
rather disparagingly of aluminum, yet 
in less than a generation it has be- 
come one of the indispensable metals. 
While the Eskimo Pie has faded from 
the scene, the use of aluminum foil for 
packaging has become a big tonnage 
business with annual consumption cur- 
rently approximating 100,000 tons. 


Mrs. Throckmorton would undoubt- 
edly have withered Sylvester with a 
glance had he suggested the purchase 
of a dress made of rayon (she would 
have called it “artificial silk”) and 
even Miss Blodgett wouldn’t have 
been caught dead in rayon stockings. 
Since heavy wool suits were standard 
equipment the year round for the ex- 
ecutive of 1925, Throckmorton would 
have had no fear that the Mrs. would 
suggest a rayon suit for him. Yet today 
rayon, nylon, dacron and other syn- 
thetic materials have the widest ac- 
ceptance for clothing of all types and 
in all price ranges. 


Aluminum and synthetic fibers as 
well as television, air-conditioning, 
paper packaging, business machines, 
plastics, electronic instruments and 
materials handling are but some of 
the many new fields, either unknown 
or undeveloped 30 years ago, that 
have called upon and received insur- 
ance funds to further their develop- 
ment and production. 

In the field of consumer services, 
the insurance dollar has also been 
most active. In Throckmorton’s day, 
consumer credit was primarily an ac- 
commodation for those in the upper 
income brackets, today it is a great 
economic tool facilitating the mass 
distribution of goods to all segments 
of the economy. 


If someone had mentioned the word 
“aeroplane” to Throckmorton, his 
mind would have pictured a flimsy 
craft made of wood, wires and fabric 
and maneuvered through the air by 
a daring young man in helmet and 
goggles known as an “aviator.” To 
suggest that he, Sylvester J. Throck- 
morton, should venture into such a 
contraption would have caused him to 
shake his head sadly, implying that 
anyone making such a suggestion must 
have taken complete leave of his wits. 
As a matter of fact, Throckmorton 
could not have flown on a commercial 


airline for none was in existence carry- 
ing passengers on a regular basis. Yet 
today all America is traveling by air. 

An important phase of investment 
that has literally brought home to the 
American people the ability of insur- 
ance funds to contribute toward the 
rise in their standard of living is the 
making of residential mortgages. Only 
7 per cent of life company assets were 
invested in home mortgages in 1925, 
representing a total investment of 
some eight hundred million dollars. 
Today the proportion is 19 per cent, 
an investment of $16 billion. These 
cold statistics, impressive as they are, 
cannot reveal the tremendous values, 
tangible and intangible, gained by our 
nation through the creation of ade- 
quate housing. The United States 
has become a nation of home-owners 
—a fact of the utmost importance to 
the stability of our economy. 


I have skipped rather lightly over 
the past 30 years, but I hope I have 
indicated that the great responsibili- 
ties given to the managers of life com- 
pany funds have been welcomed 
and turned into great opportunities 
to serve the American people. The 
economic progress of our country has 
been the result of the work of no one 
man nor one group, but of all men 
and all groups striving together for 
a better world. 





Tomorrow Through the 
Futurascope 


And now what about the future? 
Let’s gather around this new-fangled 
futurascope and, with a push of a 
button, project ourselves into 1975. 
Suppose we twist that third knob 
from the left and see if we can quietly 
slip into the office of a life company 
investment manager. Well, look who 
is here! If it isn’t our old friend 
Throckmorton—no it can’t be, he’d 
be over a hundred. Guess we’d better 
adjust the chromogizzmo, he seems a 
little green. There—that’s fine, he 
looks fifty years younger. Say, how 
about that sign on the door—it reads 
Sylvester J. Throckmorton III, Direc- 
tor of National, International and In- 
terplanetary Investments. And there 
is Miss Blodgett; she must be seventy 
if she’s a day—those Vitapep pills 
really must work, she sure is attractive 
in shorts! Shall we kibitz? 


“Miss Blodgett, will you please ar- 





range a video conference with Mr. 
Brumph in Rio, Mr. Addelpate in 
Hong Kong, Mr. Smythe-Smythe in 
London, Mr. Schmaltz (J. P.’s grand- 
son, you know) in Paris and Mr. 
Hepplewite in Moscow, and I guess 
you'd better get young Snodgrass on 
Satellite No. 5, though how he ex- 
pects to get any mortgage business 
out there is beyond me—especially in 
competition with the Prudential’s 
local Regional Office. 





“Good morning, gentlemen, you're 
all looking extremely well today. I 
called this meeting to update you on 
our situation in the States. Frankly, 
it’s not good—we are facing great 
difficulty in the proper investment of 
our funds because of arduous compe- 
tition. We're lucky to get 3 per cent 
on our industrial bonds and even our 
home mortgages are barely averaging 
3Yq per cent. We are making some 
nice capital gains on our common 
stocks but with yields running well 
below 3 per cent we’re probably going 
to have some squawks from our vari- 
able annuity holders. 


“Of course, we have closed one or 
two deals recently that might be of 
interest to you gentlemen. Just last 
week we made a loan of $50 million 
to Consolidated Automations, Inc. As 
you probably know they operate the 
largest automation plant turning out 
automation plants. But you probably 
don’t know that the company itself is 
now so automatic that the personnel 
consists solely of the president; a 
grand chap, he’s been with the com- 
pany since 1961 and has been able to 
hold on to his job because he’s such 
a good salesman and golfer—no ma- 
chines in those fields you know. As a 
matter of fact, Ike and I settled our 
deal on the 14th green. 


“And then there was that $500 mil- 
lion life company financing (of which 
we took $100 million) for the utility- 
sponsored Project SWIF—that’s sea 
water into fresh, you know; should 
completely eliminate the dust problem 
that has been with us for over 40 
years. So much for what we’ve been 
doing here. Now I'd like to hear what 
you gentlemen have been up to and 
what the chances are for boosting our 
investment volume. How about you, 
Schmaltz? A mortgage on the Folies 
Bergere? Fine! Perhaps I had better 
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jet it over and inspect the property!” 

Ooops! There goes the futurascope, 
and I’m not sure we were in 1975 or 
1995. But, in any event, it appears 
that the problems of the investment 
manager of the future will vary only 
in degree from those of his present- 
day counterpart. 


Seriously, what of the future? Great 
developments lie ahead in both known 
and unknown fields. Atomic power is 
already here—and in much less than 
20 years will be a major source of 
energy, first supplementing and later 
gradually replacing existing energy 
sources for many purposes. Insurance 
funds are now being used by com- 
panies engaged in atomic develop- 
ment, and as their 
the life companies will make addi- 


needs increase, 


tional funds available 


the plant 
machines 


Automation? In _ both 
and the office the use of 
and the combination of machines to 
eliminate hand labor can hardly be 
Yet, by 


fancy word, fears 


termed a new development. 
the use of a new, 
that the machine will replace man 
aroused as they were a 


have been 


century or more ago 


These Things Are Coming 


I could continue in this vein for 
some time—inexpensive color televi- 
sion, gas turbines in automobiles, elim- 
ination of our great national water 
supply problem by purification of sea 
water, replacement of frozen food by 
food processed by radioactive means, 
the use of guided missiles instead of 
aircraft, ai 


military transport of 


passengers at supersonic speeds, in- 
terstellar satellites—but I would only 
be repeating what others have already 


said. 


The volume of life insurance in- 
vestment must grow for the simple 
reason that more life insurance pro- 
tection will be sold to more people. 
The Bureau of Census estimates that 
the population will rise by 40 million 
persons in the next 20 years, with the 
total reaching 205 million by 1975 
an increase of about 25 per cent. 


What that growth will mean to life 
insurance assets, I can only guess but 
since I am optimistic about life in- 
surance and about this country, I pre- 
dict that life assets will 
quadruple in 20 years, and that the 


insurance 


56 





investment of those assets will con- 
tinue to be directed toward the crea- 
tion of human values for the living. 

We have seen how 30 years ago 
the twin ideas of “real estate security” 
and “get your money back as soon 
as possible” prevailed. Since then the 
life insurance companies have come 
a long way in liberalizing their in- 
vestment outlook—have, as I said be- 
fore, kept attuned to the times. That 
is not to say that investment prudence 
has been thrown to the winds but 
rather that much greater reliance has 
been put on people, instead of on 
property. 








I confidently predict that the next 
20 years will witness further humani- 
zation of insurance investment. The 
great problems of employment, hous- 
ing, and transportation that face us 
in the years ahead will arise basically 
from the growth in population. It is 
the responsibility of the life compa- 
nies to use their investment dollars to 
help solve these problems for if we 
do not do so, the solutions may well 
come from the federal government. 
This can only mean a loss in indi- 
vidual freedom, a loss in the dignity 
of man, a loss in the very human 
values we have all strived to create. 
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MODEL 30-L— 
3 bedrooms—Single Bath 
Available for both 

northern and southern areas 


open the door 


Attention to all builders! Open the door to better 
living in your community—and spark up your sales as well. 
Thyer homes are designed for the maximum in convenient 
living and custom-styled to appeal to the most 
discerning buyer. Backed by localized sales promotion 

and national advertising, they practically sell themselves. 


The convenient floor plan of the L-shape model 
pictured above eliminates family traffic problems. Bed- 
rooms and bath can be reached by hall without going through 
the living room, and there’s also a handy short cut to the 
bathroom from the rear door via the kitchen. Added 
to this careful planning are such extra Thyer 
touches as wardrobe-type closets, birch kitchen 
cabinets and a separate dining area. 
For further information on how Thyer Homes can 
help you triple the number of houses you build and sell, contact 
your local Thyer factory representative or write us today. 


“Thyer fabricated structural units 
commended by Parents’ magazine.” 


to 



















THYER'S “SILVER PLATTER” PROFIT SYSTEM 
a 
NN ( 


Financing Service. Your local Thyer Factory 






Representative will be glad to help you arrange 
construction and permanent financing for FHA, VA or 


conventional loans. 


Local Field Service. Thyer factory representatives 
located in 28 states are ready to assist you in land 
development, arranging financing, erecting, and 


planning local advertising and model home showings. 


Turn-Key Contracting Service. For developers who 
wish to build 100 or more houses at a time, Thyer can 
provide a turn-key building service that delivers houses 
at a bonded contract price. (At present this service is 
available in all Southern and in most Northern states.) 
National Advertising Support. A hard hitting 
program in national consumer magazines pre-sells 
your prospects—helps create buyer interest 


in Thyer Homes. 


THE THYER MANUFACTURING CORPORATION 


2862 Wayne Street, Toledo 9, Ohio 








515 E. Yazoo Street, Dept.12, Jackson, Miss. 





















Aansas City fjtte 


AIMMHCE 


Capital, Surplus and Reserves exceed $3,500,000.00 
Title Building 10th & Walnut Streets, Kansas City 6, Missouri 


BRANCH OFFICES: 

Baltimore, Maryland—210 North Calvert Street 

Little Rock, Arkansas—214 Lovisi Street 

Nashville, Tennessee—S.W. Cor. 3rd & Union Streets 
M his, T 1141 Sterick Building 


The Company is licensed in the following states: Alabama, 
Arkansas, Colorado, Delaware, Florida, Georgia, Indiana, 
Kansas, Lovisiana, Maryland, Missississippi, Missouri, Montana, 
Nebraska, No. Carolina, So. Carolina, Tennessee, Texas, Utah, 
Virginia, Wisconsin, Wyoming and in the Dist. of Columbia and 
Territory of Alaska. 








Approved attorneys throughout states: 
Issuing Agents in most principal cities. 


Confucius Knew... 


what spells trouble 
for a mortgagee! 


There’s a moral for mortgagees in these Chinese 
ideographs. The character at left represents a 
house with a wife in it. In Chinese it is the 
symbol for PEACE. The character at right is a 
house with two women. It spells TROUBLE. 


Translated into a dollars-and-sense message, 

these symbols tell what can happen if you don’t 
protect your mortgage against costly title claims 
with low-cost, single-premium Title Insurance. 
An extra woman—such as the divorced wife 

of a former owner, or a suddenly discovered heir 
—means potential trouble to your mortgage deal. 
The claims of either can destroy your invest- 
ment, unless you make certain that the land’s 
title is insured before closing the loan. 


For more than 40 years bankers, insur- 
ance companies, lawyers, builders and 
developers have depended on Kansas City 
Title Insurance Company for protection 
against realty title troubles. 


Let us help you expedite your mortgage 

loans and transfers. With our thorough 
working knowledge of lenders’ requirements, 
we can give guaranteed protection against title 
loss, as well as facilitate the transfer 

of real estate loans. 


Before you close that next loan, assure a peaceful 
—and profitable—transaction by calling in 

your local Kansas City Title agent. He represents 
one of America’s oldest, soundest and most 
reliable title insurance companies. 


Send today for our financial statement and 
directory of issuing agents. Write to our home 
office or any branch office. 





